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ABSTRACT
International new ventures (INVs) are firms that from inception seek to gain substantial 
competitive advantage from the use and deployment o f resources and the international sale 
of outputs. While INVs have received considerable theoretical and empirical attention as 
they are breaking the traditional paradigms of internationalisation, there is widespread 
concern about their sources o f advantage. The main purpose of this study is to apply the 
resource based view (RBV) to the INVs context with the intent to provide an explanatory 
framework for the positional advantage of firms which leads to performance.
The conceptual model is developed around the positional advantage construct, its 
antecedents (resources, capabilities, competitive strategies, entrepreneurial orientation, and 
ambidextrous innovation strategy) and consequences (performance). Following an 
extensive literature review and exploratory interviews with managers, measures have been 
developed and data has been collected from 260 INVs. The conceptual model has been 
empirically tested in the specific setting of INV firms in Mexico.
This research has employed a scientifically sound research design with a rigorous 
statistical analysis. Structural equation modelling was used to test measurement veracity 
and hypothesised relationships between the constructs constrained in the measurement 
model. The study findings support the conceptual model and structural paths therein, and 
signify the efficacy of the measurement approaches used to capture the focal constructs. 
The results strongly support the central role of INVs positional advantage in the process of 
attaining superior performance.
The study findings are discussed in the light of extant knowledge and a number of 
conclusions are drawn. Implications for business practitioners and public policy makers are 
explored, indicating the relevance o f this research to INVs practice. Furthermore, an 
account of the most important limitations of the study is provided, along with suggestions 
for future research.
Keywords: International New Ventures, Resource-Based View, Positional Advantage, 
Resources, Capabilities, Entrepreneurial Orientation, Ambidextrous Innovation Strategy.
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CHAPTER 1 
I n t r o d u c t i o n  t o  T h e s i s
1 .1  In t r o d u c t i o n
In recent times there has been a proliferation of “little heroes” in international markets 
(Chandra et al., 2009). They represent an increasing number o f firms worldwide that have 
not been following the traditional internationalisation process as they cross their national 
borders from a very young age, questioning the gradualist concept to approach foreign 
markets. The rapid growth of the international new venture (INV) phenomenon is an 
indicative of their importance in research and theory development (Oviatt & McDougall,
2005).
As it has been widely held that international marketing inquiry should be characterised by 
sensitivity, both to significant developments in the environment (Cavusgil, 1998) and 
opportunities for influence from other disciplines (Jones & Coviello, 2005), this thesis 
documents the research stages pursued by the author in an attempt to shed light on the 
issue of positional advantage and performance in INVs. Specifically, it describes the 
systematic effort to introduce and apply theory developed within the marketing and 
strategy field with the intent of extending the resource based view (RBV) into INVs. This 
study draws upon prior research on strategy, international entrepreneurship (IE) and RBV 
by developing an explanatory framework for a growing phenomenon of technology­
intensive start-ups that think and act globally from a very young age breaking the 
conventional paradigm of internationalisation.
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The present chapter commences with a presentation of the research context for the study 
across INVs research. Then, the chapter explains the motivations for developing this 
investigation linked with the research problem, which is centred on the possessed resources 
and their deployment in creating positional advantage leading to performance. Moreover, 
the possible advantages in obtaining empirical evidence from Mexico are detailed. Further, 
the gap in INVs research is described underlining the challenges and opportunities in the 
field sustaining the research objectives and research questions. The methodology, 
empirical fieldwork, and contributions of the study are briefly explained, as later chapters 
are focused on them. Finally, this chapter provides a general overview of this research 
drawing on the content of each of the nine chapters.
1 .2  R e s e a r c h  C o n t e x t
Why do some social groups, economic institutions, and enterprises advance and prosper? 
This subject has fascinated and consumed the attention of writers, companies, and 
governments for as long as there have been social, economic, and political units. In fields 
as diverse as sociology, economics, political science, and marketing, there have been 
persistent efforts to understand the forces that explain the questions presented by the 
progress of some entities and the decline o f others (Porter, 1990).
In the field o f marketing, much of the work from recent years on this subject has been 
concerned with enterprises, examined under the standard of what is being called strategy, 
in order to answer questions such as: How are they born? How do they grow? How do they
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compete? This has encouraged the authors in the field to identify the significance of the 
internationalisation process of firms, especially of small and medium enterprises (SMEs).
More than ten years ago, Oviatt and McDougall (1994) launched a new field in IE 
identifying an increasing number o f firms worldwide that have not been following the 
traditional internationalisation process as they cross their national borders from a very 
young age, questioning the gradualist concept of approaching foreign markets (Coviello & 
Jones, 2004; Dimitratos & Jones, 2005; Etemad, 2004; Femhaber et al., 2008; Luostarinen 
& Gabrielsson, 2004; McDougall & Oviatt, 2000; Zahra et al., 2003; Zahra & George, 
2002).
INVs aim at the global market right from inception (Rasmussan et al., 2001) and start their 
globalization immediately without any preceding domestic operations, or simultaneously 
with domestic business, or exceptionally, soon after domestic operations (Luostarinen & 
Gabrielsson, 2001).
There is a general agreement among scholars that the phenomenon of infant firms which 
operate internationally right from inception is an interesting research theme for theoretical 
as well as managerial reasons. Theoretically, it challenges the traditional domestic 
orientation of entrepreneurship research as well as the stage theory of internationalisation 
(Axinn & Matthyssens, 2002; Knight & Cavusgil, 1996; Oviatt & McDougall, 1994). From 
a managerial point o f view, INVs are fascinating because of their increasing prevalence 
and importance in international competition (Bloodgood et al., 1996; Knight & Cavusgil, 
1996). The phenomenon has largely been reported in high-tech industries (Knight, 2000; 
Madsen et al., 2000; Oviatt & McDougall, 1994). Therefore, managers and public 
policymakers have great interest in gaining additional knowledge about the way in which
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new firms can overcome the dual hurdles of firm establishment and international market 
expansion (Aspelund & Moen, 2001; Autio, 2005; Fan & Phan, 2007; Femhaber et al., 
2008; Ganitsky, 1989; Knight & Cavusgil, 1996; Moen, 2002).
Empirical investigations confirm that INVs constitute an increasing segment of the modem 
economy (Barkema & Vermeulen, 1998; Burgel & Murray, 2000; Rennie, 1993). Data 
show that INVs account for a growing share of international firms (Aspelund & Moen, 
2001; Burgel & Murray, 2000; Jones, 1999b; Knight & Cavusgil, 1996, 2004; Madsen et 
al., 2000; McAuley, 1999; Moen, 2002; Moen & Servais, 2002; Zahra, 2005) and that they 
are increasing in numbers (Aspelund & Moen, 2001; Mudambi & Zahra, 2007).
1 .3  P u r p o s e  o f  t h i s  S t u d y
Discourse in the field of strategic marketing has drawn heavily on ideas and concepts from 
strategic management. One of the latest concepts in strategic management that is beginning 
to be enthusiastically greeted by marketers is the RBV of the firm. The RBV has been 
growing in popularity in the strategy literature since the mid-1980s. Its influence in recent 
marketing contributions can be seen in Day’s (1994) work on marketing capabilities and in 
the work of Hunt and Morgan (1995, 1996) on competitive advantage. More recently, it 
has been explicitly adopted as a framework for analysing performance in international 
markets (Morgan et al., 2006) and positional advantage (Hult & Ketchen, 2001). Given its 
focus on the nature of the firm and its appeal as sources of advantage, the likelihood is that 
“resource-based” perspectives will become increasingly popular in the field of strategic 
marketing in the years ahead. Resource-based theorists (Barney, 1991; Peteraf, 1993;
4
Rumelt, 1984; Wernerfelt, 1984) concentrate on how firms can create sustainable 
competitive advantage in their markets. They conclude that competitive advantage has 
brought about the possession and deployment of distinct resources that create value for 
customers and are resistant to imitation by competitors (G. Hooley & Greenley, 2005).
Not all resources hold the potential of leading to competitive advantage for a firm. To 
create competitive advantages a resource must have four attributes: It must (1) be valuable; 
(2) rare; (3) difficult to imitate; and (4) have no strategically equivalent substitutes 
(Barney, 1991).
In this study, an INV is defined as a firm that from inception seeks to gain substantial 
competitive advantage from the use and deployment of resources and the international sale 
of outputs (Oviatt & McDougall, 1994, 2005). In this regard, when does one firm  have a 
competitive advantage over rivals? Though answers to this question abound, one important 
line o f theory and research within this domain holds that firms in attractive “positions” can 
consistently earn economic profits. Accordingly, particular combinations of activities defy 
imitation and create a positional advantage.
A low-cost position enables a firm to use aggressive pricing and to attain a high sales 
volume, and differentiated product creates brand equity among customers in the target 
market (Porter, 1980, 1985). Similarly, Hunt and Morgan (1995) posit that an advantage 
exists when a firm’s competencies enable it to produce a market offering that relative to 
extant offerings by competitors, is perceived to have superior value and/or can be produced 
at lower costs. Likewise, Conner (1991) notes that distinctiveness o f product offerings 
and/or low costs is tied directly to the distinctiveness o f the resources used to produce the 
products.
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Day and Wensley (1988) take Conner’s idea one step further and provide a resource- 
position-performance framework in which they argue that resources and capabilities can be 
structural drivers of positional advantages such as low cost and differentiation. Although 
Porter (1985) suggests that a firm must choose between a cost advantage positioning and a 
differentiation positioning, Hitt, Ireland and Hoskinsson (1997) argue that firms can, and in 
some circumstances must, implement an integrated strategy that can lead to both cost 
advantage and differentiation. The simultaneous achievement of cost advantage and 
differentiation have been empirically supported in the United States (White, 1986) and in 
developing countries (Aulakh et al., 2000).
Positional advantage in this study is conceptualised as a superior market place position that 
captures the provision of superior customer value and the achievement of lower relative 
costs (Day & Wensley, 1988).
Specifically, this study builds on the RBV of the firm (Barney, 1991; Wemerfelt, 1984) 
and a framework offered by Day and Wensley (1988) to posit that applying the RBV to the 
INVs context provides an explanatory framework for firms’ positional advantage which 
leads to performance. Based on the results of previous research, the roles of entrepreneurial 
orientation (EO), ambidextrous innovation strategy and competitive strategy are also 
examined (Hult & Ketchen, 2001).
1 .4  Im p o r t a n c e  o f  IN V s  R e s e a r c h : a n  O v e r v i e w
Both the popular business press and academic research carried out independently around 
the world support the view that the phenomenon of INV finns is important. To provoke a
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discussion on explaining the formation o f INVs McDougall, Shane and Oviatt (1994) 
compiled 24 case studies of INVs with emphasis on the location of the venture’s 
headquarters, the venture’s date of creation and the industry sector where they belong.
Three points were evident from this investigation. First, INVs were present in at least ten 
countries, where 70% of them were developed economies, including: New Zealand, the 
United States, Switzerland, the United Kingdom, Germany, France, and Singapore. The 
fact the INV firms seem to be an international phenomenon suggests that the process is not 
unique to a firm or country. Second, many of the firms appear to have been formed in 
recent years, suggesting it may be a relatively new phenomenon. Third, the ventures are 
primarily small and medium high-tech business.
Building on the inroads made by these observations, the seminal work of Oviatt and 
McDougall (1994) in their article, “Toward a Theory of International New Ventures”, 
published in the Journal o f  International Business Studies, threw the spotlight on 
international entrepreneurs, on INVs, and on their importance in the globalising world 
economy (Autio, 2005). While researchers have long recognised the valuable contributions 
o f SMEs to international trade (Cannon & Willis, 1981; Douglas et al., 1982), Oviatt and 
McDougall (1994) highlighted the importance o f smaller and younger firms and their 
distinguishing characteristics that position them to internationalise quickly and create 
value. Arguing that INVs have existed for years, but that researchers have overlooked them 
as an important population, the authors proceeded to discuss how these characteristics 
influence the way INVs compete on the global stage. Arguing that existing theories do not 
explain the formation of INVs, Oviatt and McDougall’s (1994) views challenged and
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revised some existing and powerful paradigms about the process of internationalisation, 
especially the stage theory (Johanson & Vahlne, 1977).
Oviatt and McDougalfs (1994) framework and arguments attracted a worldwide audience, 
resulting in several annual doctoral consortia on IE, special issues in leading scholarly 
journals, several university-sponsored workshops, the publication o f handbooks and edited 
volumes, a number of doctoral theses, numerous sessions in regular academic meetings, 
several book chapters, and MBA as well as doctoral seminars (Zahra, 2005). An 
examination of articles published 10 years after Oviatt and M cDougalfs (1994) research, 
showed that issues related to IE have appeared with an increasing frequency (Oviatt & 
McDougall, 2005c). The recognition o f the serious worldwide interest in McDougall and 
O viatf s (1994) framework, resulted in naming their study the winning article of the decade 
by the Journal o f  International Business Studies in 2005 (Oviatt & McDougall, 2005).
As Oviatt and M cDougalfs (1994) key insights were on drawing attention to the facts that 
INVs are an international phenomenon o f international high-tech SMEs, researchers 
documented the growing role o f INVs reinforcing and enriching these arguments. In 
Canada, an empirical study of 75 early stage technology-based firms found that 93 percent 
o f the companies had foreign sales shortly after establishment (Preece et al., 1999). In 
Norway and France, an empirical research of small firms found that more than half of 
exporting firms established since 1990 could be classified as INVs (Moen, 2002). In 
Australia, a McKinsey study found that 20 percent of new trade growth is raised from 
INVs (Rennie, 1993). Later studies examined the INV’s network relationships in New 
Zealand software firms (Coviello, 2006; Coviello & Cox, 2006; Coviello & Munro, 1995).
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In Finland, Ireland and Norway, Bell (1995) analysed the internationalisation process of 
high-tech small firms in the computer and software sectors.
From a sample of 62 US new venture manufacturers in the computer and communications 
equipment industries, McDougall and Oviatt (1996) examined the link between new 
venture performance and the internationalisation of new ventures. Additionally, Knight 
(2000, 2001) investigated the interrelationships of EO, marketing strategies, tactics and 
firm performance among US SMEs affected by globalisation, later identifying the 
taxonomy of bom global firms (Knight & Cavusgil, 2005). Also, from a UK survey o f 246 
technology-based start-ups with international activities, Burgel and Murray (1998, 2000) 
analysed the determinants of international market entry choices. Moreover, Autio and 
Sapienza (2000) studied the bom global perspectives in the international growth of 
technology-based new firms from a sample of 230 British firms. Also, there is evidence 
that a substantial number of newly established Norwegian exporters are born global firms 
(Aspelund et al., 2006; Aspelund & Moen, 2001; Moen, 2002). Then, Johnson (2004) 
utilised UK and US evidence to identify the factors influencing the early 
internationalisation o f high-technology start-ups. Furthermore, samples of Spanish and 
Belgian INVs are found in published studies of international entrepreneurship (Acedo & 
Florin, 2006; Blesa et al., 2008).
It can therefore be seen that the impact of technological, social and economic changes 
propels firms into international markets soon after the firms’ inception (Morgan & Hughes
2006). In this regard, it is significant to consider that INV firms are primarily in the 
technology-intensive business (Hughes & Morgan, 2007; Jones & Crick, 2001; Styles & 
Genua, 2008)
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The importance o f new technology-based firms is evident as can be seen through the cases 
of Finland. During the economic recession of the early 1990s, new technology-based firms 
in Finland increased in number faster than firms in low-technology industrial sectors. New 
technology based firms also had a role in technology transfer between the research sphere 
and industry, between and within different industry clusters, and in adapting advance 
technology to the needs of traditional firms (Autio & Yli-Renko, 1998).
The increasing occurrence and importance of INVs in global markets indicates a need for a 
greater understanding of the phenomenon (Aspelund et al., 2006; Autio, 2005; Blesa et al., 
2008; Fan & Phan, 2007; McDougall et al., 1994; Oviatt & McDougall, 1997; Servais & 
Rasmussan, 2000). Many INVs have been successfully competing against larger 
established players, and manage profitable, fast growing business systems in a way that 
was impossible twenty years ago (Rennie, 1993).
It is expected that the phenomenon o f INVs will become more widespread in the future 
(Madsen & Servais, 1997). As INVs are increasing in number, their importance in terms of 
innovation, employment and economic growth is also ascending. This combined with the 
challenges facing INVs managers and the limitations o f existing theory, makes the INV 
field an interesting area of research (Autio & Sapienza, 2000; Blesa et al., 2008; Moen, 
2002; Mudambi & Zahra, 2007; Styles & Seymour, 2006).
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1 .5  M o t i v a t i o n s  f o r  t h e  P r e s e n t  S t u d y  a n d  t h e  
F o r m u l a t i o n  o f  t h e  R e s e a r c h  P r o b l e m
Research issues in the strategic management field continuously emerge and fade in 
response to environmental challenges and cumulative knowledge development (Day, 1992; 
Grant, 1995). For more than two decades, the fundamental question has been how firms 
achieve and sustain an advantage to compete (Freeman et al., 2006; Rumelt et al., 1994; 
Teece et al., 1997). Consequently, more than a decade has passed since a resurgence of 
interest in sources of advantage (Day, 1992). As global trading has become increasingly 
important, the central roles o f SMEs taking advantage of international trading opportunities 
can have an impact beyond performance. Positional advantage, as an antecedent of 
performance, is viewed as the outcome of relative superiority against direct competitors in 
skills and resources that the firm possess and/or is in any way capable of deploying 
(Barney, 1997; Dhanaraj & Beamish, 2003; Furrer et al., 2008; Hughes & Morgan, 2007; 
Morgan et al., 2006; Wiklund & Shepherd, 2003).
With reference to INVs, the usual focus is on SMEs operating in a context characterised 
increasingly by globalization. In this environment, to the extent that SMEs can be engines 
of growth for product-market innovations and the broader economic development of 
nations, the rise of the international SME is an important trend. However, in light of their 
smaller size, many of the traditional problems facing SMEs are inherited by INVs. These 
lack the capabilities and market power compared with large, and rich resourced 
multinational enterprises, which increments the operating complexities under globalization 
(Knight, 2000). SMEs are particularly vulnerable to impediments related to resource 
limitations. To minimize the effect of such impediments, firms must have the ability to
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adapt to the demands o f the market. Firms can overcome these impediments by using 
accessible resources (Zou & Stan, 1998) and adapting to changes in demand and supply 
through increased organisational learning (Lages et al., 2008). Researchers argue that even 
though a firm cannot have capabilities without resources, it is eventually how resources are 
used, i.e. capabilities that give a firm an advantage.
In this regard, it is important to note that INVs face three challenges. First they present 
constrained resources due to their young age and usually their small size; second, their 
markets are among the most volatile; and third, new ventures, by definition, have little or 
no experience in any market.
Consequently, how can INVs with constrained resources and with almost no experience in 
any market compete among the most volatile markets? There are multiple studies 
suggesting that the success o f INVs under globalization depends in a large part on the 
formulation and implementation of strategy (Cavusgil & Zou, 1994; Gabrielsson & Al- 
Obaidi, 2004; Knight, 2000; Moen & Servais, 2002). It follows, therefore, that the 
possession and development of resources in creating a competitive strategy to achieve a 
positional advantage in the international market reflects the degree of success or failure of 
INVs (Aspelund & Moen, 2001; Gabrielsson et al., 2004; McDougall et al., 1994; Mort & 
Waeerawardena, 2006).
In addition to the previous research, a recent number o f studies have started to empirically 
investigate the linkages between resources, strategy and performance (Delios & Beamish, 
2001; Kor & Mahoney, 2005; Kraatz & Zajac, 2001; Vorhies & Morgan, 2003; Zajac et 
al., 2000).
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In this regard, this thesis is an attempt to shed light on the issue of an increasing emergence 
and further development o f INVs by modelling the factors that help these firms create a 
positional advantage which leads to performance. Therefore, the research problem on 
which the present study is based can be formulated as follows:
Which are the factors that play an important role in the resource and capability deployment 
in creating positional advantage across INVs and how/to what extent are they related to 
performance?
The identification of those factors that play an important role in the determination of INVs 
positional advantage and performance is a vitally significant task to: (1) business 
practitioners, in the process of designing and implementing effective international 
strategies that can take advantage of those factors; (2) public policy makers, concerned 
with the promotion, development and success of the international activities of firms; (3) 
academic researchers in the field, whose one key task is to serve the interests of the public 
and business community.
1 .6  R e s e a r c h  G a p
All scientific knowledge progresses through successive waves of evolution and revolution 
(Kuhn, 1962). Challenges usually give rise to opportunities, in this regard by recognising 
the rich theoretical and managerial implications o f INVs the present investigation identifies 
evident research gaps that challenge INVs literature and generate research opportunities in 
the field.
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Substantial scholarly work has shed much light on the development of a contemporary 
global environment, namely the phenomenon of INVs. Nevertheless, the literature 
highlights several particular problems that limit existing research. In order to address the 
research problem of this study, seven issues will be analysed as follows.
First, the majority o f studies are either descriptive or largely a-theoretic. Therefore, the 
resulting lack of a comprehensive theory base for explaining INVs key factors in creating 
positional advantage makes it difficult to integrate findings from different studies in a 
coherent body of knowledge (Knight & Cavusgil, 1996; Servais & Rasmussan, 2000). 
Consequently, in contemporaneous INV literature a considerable number of studies 
develop a large part of their theoretical approaches by identifying and examining both 
internal and external key driving forces and trends behind the evident emergence and 
further development o f SMEs becoming international almost at founding (Aspelund et al., 
2007). In this regard, the most common factors that trigger the INVs phenomenon are 
considered to be the new market conditions including the importance of niche markets, 
technological developments and the increased importance of global networks and alliances. 
While capabilities is also an addressed factor, most studies approach this from the people’s 
capabilities, including those of the entrepreneur who starts the INV (Femhaber & 
McDougall, 2009; Servais & Rasmussan, 2000), and little research is centred on the 
organisational capabilities of INVs (Zahra & Hayton, 2008).
So far, these different driving forces which to an extent enable INVs to compete globally, 
have only been superficially explored, but not conveniently integrated in most o f the 
theoretical frameworks of reference designed for conducting research. Nevertheless, the
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extent to which these frameworks are explicitly proposed as the conceptual base in each 
study is not so uniform, probably due to the diverse research objectives being addressed.
Notably, Oviatt and McDougall (1994) have established a theoretical framework which 
identifies unique resources as the differentiator element and necessary condition of INVs. 
Accordingly, this manifests the possibility to develop INVs research from the RBV 
perspective based on Barney’s (1991) argument that sustainable advantage for any firm 
requires that its resources be unique and imperfectly imitable. The RBV argues that 
resources are a source of competitive advantage as long as they are valuable, rare, 
inimitable and non-substitutable.
The RBV has developed a series o f related propositions that seek to explain the 
relationship between a firm’s resource endowments and its performance and growth 
(Lockett et al., 2009), see Section 3.2. As empirical evidence relating to the decomposition 
o f firm performance (McGahan & Porter, 1997) typically finds that firm-specific effects 
are at least as important as industry characteristics, the RBV offers an obvious framework 
for analysing inter-firm variations in performance.
While previous works on marketing theory related to RBV exist, Srivastava and colleagues 
(2001) argued that little attention has been given to the application of the RBV as a frame 
o f reference in analysing marketing theories. One of the reasons for this is the difficulty to 
operationalise the RBV (Bowman & Ambrosini, 2007). In particular, several studies 
compare the explanatory value o f competing theoretical approaches about alternative 
business internationalisation patterns, usually making a difference between traditional, 
gradually-internationalising firms, and INVs (Autio & Sapienza, 2000; Rialp et al., 2005).
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However, empirical work on the RBV and its potential to identify valuable resources has 
been limited (Bowman & Ambrosini, 2007).
In addition, frameworks jointly considered for explaining the INV phenomenon include 
evolutionary economic theory, together with part of the original thinking behind the stage 
model (Madsen & Servais, 1997; Servais & Rasmussan, 2000), and the international 
network approach (Coviello, 2006; Freeman et al., 2006). However, the RBV has played 
an important role in the emergence of IE and the interest on accelerated internationalisation 
of SMEs by focusing on the reasons why SMEs succeed abroad rapidly without going 
through different stages. The answer usually implies a tacit knowledge of global 
opportunities and the exceptional capabilities to leverage such knowledge in a way not 
matched by competitors. Nevertheless, the following question is still unsolved: how/to 
what extent are the resources and capabilities deployed in creating an advantage in INV? 
In this regard, several INVs authors have founded their theoretical conceptualisations and 
testable hypotheses on the RBV (Bloodgood et al., 1996; Coviello & Cox, 2006). 
Therefore, the possibility to theoretically apply the RBV to INVs is evident.
The second research gap is based on the dynamic capabilities literature as a complement to 
the RBV (Ambrosini & Bowman, 2009; Wang & Ahmed, 2007). Emerging theories 
identify a dynamic capability as the capacity of an organisation to purposefully create, 
extend, or modify its resource base (Eisenhardt & Martin, 2000; Makadok, 2001; Teece et 
al., 1997). As markets become more globally integrated and new forms o f technology and 
competition arise, firms must adapt and exploit changes in their business environments, 
while seeking opportunities to create change through technological, organisational, or 
strategic innovation (Eisenhardt & Martin, 2000; Helfat et al., 2007).
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Creating, adapting to, and exploiting change is inherent to INVs. The dynamic capability 
perspective focuses on the capacity an organization facing a rapidly changing environment 
has to create new resources, to renew or alter its resource mix (Teece et al., 1997). As 
dynamic capabilities are future oriented, their purpose is to develop the adequate resource 
base allowing its modification (Ambrosini & Bowman, 2009). The complex changing 
environment of globalisation requires INVs to develop dynamic capabilities in a process 
that impacts upon resources. However, in order to develop and empirically assess a 
comprehensive model of INVs, it is not clear in the literature how to integrate insights 
from the RBV with emerging theories on dynamic capabilities. Because of this, the 
possibility to develop a dynamic perspective in INVs research is manifested. The use of 
dynamic capabilities theory as a complement to the RBV has been considered in this study 
to create a comprehensive theoretical model.
The third research gap focuses on EO in the internationalisation context, as a relevant and 
under-research topic (Chandra et al., 2009; Jantunen et al., 2005). There is no general 
accepted definition of EO, and what is considered its fundamental nature largely depends 
on the background of the researcher and the purpose o f the research at hand. While an 
entrepreneurial attitude fundamentally involves alertness to discoveries and the ability to 
seize opportunities (Kirzner, 1997; Shane & Venkataraman, 2001), internationalisation is 
the recognition and exploitation of entrepreneurial opportunity that leads to new 
international market entry (Chandra et al., 2009). Without novelty in creation and the use 
of resources and capabilities, superior profitability yielding strategic opportunities does not 
exist. Denrell and colleagues (2003) thus combine strategic opportunities, new resource 
combinations and the potential for superior performance in their strategic-management 
framework. The notion of EO suggests that some firms are more disposed than others to
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continuously search for opportunities and solutions outside the domain of their current 
activities.
The essential connection between resources and EO in the literature on strategy research 
has its origins in Penrose’s (1959:25) assertion that “...it is never resources themselves 
that are ‘inputs ’ in the production process, hut only the services that resources can render. 
The services yielded by resources are a function o f  the way in which they are used-exactly 
the same resource when used fo r  different purposes or in different ways and in a 
combination with different types or amounts o f  other resources provides a different service 
or set o f  services”.
Penrose (1959) argues that a firm’s potential in terms of taking advantage of productive 
opportunities and expansion is limited by the ability to recognise opportunities, the 
ambition to take actions based upon them, and the ability to respond to them. According to 
her, a firm’s growth through the expansion o f productive opportunities is limited by the 
available “entrepreneurial services” in the form of organisational activities related to the 
introduction of new ideas and changes in products, technology, the organisation, and so on. 
To fill the gap between opportunities and realised profit resource configurations, firms 
employ internal “entrepreneurial services” (Moran & Ghoshal, 1999) and organisational 
reconfiguring capabilities (Teece et al., 1997).
The dynamic capability view of the firm (Teece et al., 1997) explores how firms build, 
integrate and reconfigure valuable resource positions. Its dynamic capabilities consist of 
the structures and processes that constitute its ability to reconfigure its resource base to 
match the requirements of the changing environment (Eisenhardt & Martin, 2000; Winter, 
2003). In other words, dynamic capabilities denote the firm’s ability to sense and seize
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opportunities (Teece, 2000), and hence the dynamic capabilities of the firm reflect the 
entrepreneurial facet of management (Teece, 2003). Value creation through the recognition 
o f a proactive, autonomous and risk taking approach, as well as sustaining value through 
disciplined strategic-management actions are essential elements in the dynamic-capability 
framework. This manifests the possibility to combine EO and strategic-management 
perspectives when explicating sources of wealth creation. Consequently, the following 
interrogation is pertinent: How/to what extent is EO related to performance in INVs?
Following the empirical investigation of Covin and Slevin (1988) it is suggested that the 
effect o f an EO on performance is contingent upon the way in which organisational 
elements are integrated to support utilisation o f the resource base. Although Shane and 
Venkataram (2001) suggest that EO research should be kept separate from research on 
strategic management, several scholars support the integration o f the two (Choi & 
Shepherd, 2004; Hitt et al., 2001; Ireland et al., 2003; McGrath & MacMillan, 2000; Zahra 
& Dess, 2001). Therefore, the possibility to develop INVs research with the 
entrepreneurial initiative in the internationalisation context is manifested with an 
interrogation: what is the role o f  EO with regard to resources and capabilities in INVs?
The fourth research gap centres on ambidexterity in INVs. While exploration and 
exploitation are fundamentally different logics that create tensions, O ’Reilly and Tushman 
(2004) have argued that firms should be ambidextrous in order to succeed and sustain. 
Exploration activities include “things captured by terms such as search, variation, risk 
taking, experimentation, play, flexibility, discovery” (March, 1991:71). In contrast, 
exploitation activities include “such things as refinement, choice, production, efficiency, 
selection, implementation, execution” (March, 1991:71). The broad conceptual distinction
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has since been expanded into a wide range of managerial contexts including strategic 
management (He & Wong, 2004), organisational theory (Holmqvist, 2004), technology 
and innovation management (Benner & Tushman, 2003), and managerial economics 
(Ghemawat & Ricart i Costa, 1993). Researchers have consistently argued that exploration 
and exploitation draw on different structures, processes, and resources, generating 
significantly different performance outcomes over time (He & Wong, 2004). In this regard, 
ambidexterity enables the firm to carry out paradoxical strategies that imply tensions, 
tradeoffs and performance dilemmas.
Recent literature addresses ambidexterity on the particular context of technological 
innovation. Following the established literature (He & Wong, 2004; Poole & Van de Ven, 
1989), technological innovation is distinguished from organisational innovation. While 
organisational innovation involves changes to organisational structures and administrative 
process, technological innovation focuses on how firms commercialize new technological 
knowledge and ideas into new products or processes. He and Wong (2004) extend the 
exploration versus exploitation construct to define a new typology of technological 
innovation strategy along two generic dimensions: (1) an explorative innovation dimension 
to denote technological innovation activities aimed at entering new product-market 
domains and (2) an exploitative innovation dimension to denote technological innovation 
activities aimed at improving existing product-market positions. These two generic 
dimensions are being referred in the rest o f this study as explorative innovation strategy 
and exploitative innovation strategy.
Right from their inception INVs compete locally and internationally for the same resources 
as multinationals (Lu & Beamish, 2001b). Contemporary literature suggests that firms
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pursuing strategic ambidexterity in their internationalisation effort achieve above-average 
firm-level performance. Strategic ambidexterity enables a firm to carry out inherently 
paradoxical strategies. In this regard, exploration and exploitation are considered 
paradoxical as they are fundamentally different logics that create tensions (Han, 2007). 
Thus, while the literature suggests that building ambidextrous innovation strategy right 
from inception could help firms to compete more effectively, it would be interesting to test 
this relationship further.
In addition, there is a significant body of work with the view that an INV is unique and 
requires new theory and new thinking about firm performance. Further, theoretical and 
empirical attempts to link ambidexterity to INV performance are still in their infancy (Han 
& Celly, 2008); the possibility to develop INVs research based on ambidexterity is evident.
Moreover, little is currently known about the antecedents and consequences o f such 
ambidexterity (Raisch & Birkinshaw, 2008). Not withstanding this, March (1991) has long 
anticipated entrepreneurial firms balancing exploration and exploitation. An important 
message from the past is that a firm’s entrepreneurial pursuit underpinned by values of 
proactivity, risk-taking, and autonomy does not necessarily succeed. The need for 
appropriate resource and capability prioritisation is pertinent to the two heterogeneous 
dimensions: exploration and exploitation. Both dimensions require different sets of 
resources. Therefore, firms must strike a subtle balance between exploration and 
exploitation for the purpose of successfi.il innovation (Wang & Rafiq, 2009). The following 
question has not been solved yet: what is the association between EO and ambidexterity 
and how/to what extent is ambidexterity related to competitive strategy?
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The fifth research gap refers to INVs as mainly high tech SMEs start-ups formed in recent 
years with the challenge to compete in the international arena where they have no 
experience (Oviatt & McDougall, 1994). It is not clear in the literature, whether there are 
specific factors that play an important role in facilitating INVs with constrained resources 
and no experience to compete in the international market (Furrer et al., 2008; Jolly et al., 
1992; Kaleka, 2002; Piercy et al., 1998). Therefore, it is still an unsolved question: how/to 
what extent resources and capabilities form  the basis to competitive strategy in INVs? In 
this regard, there is evidence for the alternative to develop INV research through the 
identification of such factors as sources o f competitive strategy choices in INVs.
Regarding the sixth research gap, it is important to notice that neither marketing nor the 
INV literature has given much attention to the “black box” between the particular factors 
that help these firms overcome their limitations to compete and perform internationally 
(Carbonell & Rodriguez, 2006). The superior market place position that captures the 
provision of higher customer value, namely positional advantage (Day & Wensley, 1988), 
has briefly been addressed by INV research. However, to appreciate how competitive 
strategies on the basis of INVs are created and sustained to generate performance, the 
understanding of the intermediate state of positional advantage is required. According to 
this perspective, there is an unsolved inquiry: how/to what extent does competitive strategy 
impact on positional advantage? Conversely, a plethora o f studies identify positional 
advantage as direct antecedents of firm performance because of the relative superiority of 
value offering determines target customer preferences and buying behaviour (He & Nie, 
2008; Henard & Szymanski, 2001). Accordingly, the following query is appropriate: 
how/to what extent is positional advantage associated with performance in INVs?
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The seventh research gap is based on the suggestion in the literature that INVs are not a 
local phenomenon, as they are present in many developed countries spread over different 
continents. However, there is evidence o f increasing endeavours from firms o f emerging 
markets, and more precisely, newly industrialised countries (NICs) to be incorporated into 
the global economy (Hoskisson et al., 2000; Khanna & Palepu, 1997). NICs are nations 
with economies more advanced and developed that those in the developing world, but not 
yet with the full signs of a developed country. Based on features shared in common by 
these countries in terms of international operations, e.g. open development to the world 
economy and aggressive pro-export policy, such countries are overcoming the hurdles of 
firm establishment to ensure competitiveness in foreign markets (WorldBank, 2007). 
Therefore, there is a clear research opportunity for collecting data from Mexico, a selected 
emerging market considered in the group of the first generation of NICs with Taiwan, 
Hong Kong, Singapore, Brazil and South Korea.
1 .7  R e s e a r c h  O b j e c t i v e s  a n d  R e s e a r c h  Q u e s t i o n s
Having identified the motivation and research problem to develop the present study, as 
well as the research gaps, the objectives of this study are sevenfold and follow from the 
above discussion. Essentially, the objectives are focused on eliciting theoretical and 
empirical evidence regarding the extension of marketing theories like the RBV into INVs 
research and to empirically test the conceptual model (Figure 3.1).
In this regard, the seven objectives are as follows: 1) To empirically assess the interplay 
between resources and capabilities and how they are deployed to facilitate positional
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advantages in INVs; 2) To empirically assess the interplay between resources and 
capabilities and how they are deployed to facilitate competitive strategy in INVs. 3) To 
empirically examine how competitive strategy impacts positional advantage. 4) To 
empirically examine how EO affects resources and capabilities of INVs. 5) To empirically 
assess how EO relates to ambidextrous innovation strategy, and how ambidextrous 
innovation strategy is linked to competitive strategy in INVs. 6) To empirically examine 
how EO and positional advantage have an effect upon the performance of INVs. 7) To 
further understand INVs in Mexico.
In attempting to address the research objectives, the following research questions have 
been formulated: 1) How/to what extent are the resources and capabilities deployed in 
creating positional advantage in INVs? 2) How/to what extent resources and capabilities 
form the basis to competitive strategy in INVs? 3) How/to what extent does competitive 
strategy impact on positional advantage in INVs? 4) What is the role of EO with regard to 
resources and capabilities in INVs? 5) What is the association between EO and 
ambidextrous innovation strategy and how/to what extent is ambidextrous innovation 
strategy related with competitive strategy in INVs? 6) How/to what extent is EO related to 
performance in INVs? 7) How/to what extent is positional advantage associated with 
performance in INVs?
Table 1.1 exhibits the relationship among the research objectives, the research questions 
and the research gaps.
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TABLE 1.1 Research Objectives, Questions and Gaps
Research Objective Research Question Research Gap
Objective 1 Question 1 Gap 1 and 2
Objective 2 Question 2 Gap 5
Objective 3 Question 3 Gap 6
Objective 4 Question 4 Gap 3
Objective 5 Question 5 Gap 4
Objective 6 Question 6 and 7 Gap 3 and 6
Objective 7 Empirical Fieldwork Gap 7
1 .8  R e s e a r c h  M e t h o d o l o g y  a n d  E m p i r i c a l  F i e l d w o r k  
o f  t h e  P r e s e n t  S t u d y
The issue of epistemology, or how a person comes to know what (s)he knows (Mitroff & 
Mason, 1982) is key to deciding the research methods and techniques one should use in 
investigating a particular phenomenon. Broadly, there are two principal schools of thought 
on knowledge development, these are widely known as positivism and idealism 
(Desphande, 1983) The main distinction between them is that positivism is largely focused 
on verifying theories, whereas idealism is particularly concerned with generating theories 
(Burrell & Morgan, 1985), see Section 4.2.
The present study adopts a hypothetico-deductive approach to research design. This author 
hypothesises relationships with the conceptual model (Figure 3.1). The hypotheses are 
tested through the epistemological assumption o f a scientific approach, which involves a 
structured questionnaire. Given the philosophical position underpinning this, and the fact 
that evidence found in the INV literature further enriched with the information gathered 
during the early stage of the study through personal interviews with key executives of INV
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firms, an overall framework has been developed to test the descriptive approach. The 
quantitative data were collected via telephone interviews and analysed via structural 
equation modelling (SEM) analysis applying AMOS 6.0. Thus, this author has chosen a 
deductive approach to provide an effective and systematic analysis for this study. 
Accordingly, conclusions and findings are generalised based on this rigorous scientific 
method.
1.9 M e x i c o : a n  O p p o r t u n i t y  f o r  INV R e s e a r c h
Mexico, with the first generation of NICs, commenced the process of economic 
restructuring in the mid-1960s with profound structural changes in the economy under 
conditions of a fast growth rate. The early initiation implementing these structural changes, 
in comparison with China and India that began the process of structural transformation in 
the late 80’s with the third generation of NICs, has allowed Mexico to ground and strongly 
sustain the pillars of strategy development (Bozyk, 2006). The positive results of switching 
from an agricultural to industrial economy in Mexico are evident; the country has 
increased its social freedom and civil rights with an open-market economy, large national 
corporations operating in several continents and strong capital investment from foreign 
countries (Philip, 2008; Serra, 1991).
During the development of the present study, the empirical evidence obtained showed that 
the rapid growth of the INV firm’s phenomenon is also found in Mexico (see Section 
5.5.1). As one of the most open economies in the world, Mexico has created an adequate 
nebula to brighten up technology intensive start-ups.
2 6
In Mexico, there have been significant public policy efforts to generate an economic open 
process and to diversify the export products looking to raise the participation of industry 
sectors other than petroleum, identifying high technology as a vital sector (Gray & Cuevas, 
2005).
Mexico is the world’s thirteenth largest economy in terms o f gross domestic product 
experiencing growth o f 5% every year. The country has taken steps to increase its political 
cooperation, mainly as a way of influencing the US position on major trade accords. Due 
to Mexico's rapidly advancing infrastructure, increasing middle class and rapidly declining 
poverty rates it is expected to have a higher GDP per capita than all but three European 
countries (Germany, the UK, and France) by 2050. In this regard, besides considering 
Mexico as a NIC, according to Goldman Sachs, Mexico is also included in the BRIMC 
classification, a relatively new marketing term to refer Brazil, Russia, India, Mexico and 
China. The BRIMC (Notimex, 2006) acronym derives from the investment bank thesis 
called BRIC, referring to the fast growing developing economies that could eclipse the 
combined economies o f the current richest countries of the world (O'Neill, 2003, 2006).
1 .9 .1  M e x ic o 's  B a c k g r o u n d
Mexico is not different from the majority of the NIC countries. These were former colonies 
of highly industrialised countries, completely politically and economically dependent on 
them. Though the disintegration of the colonial system brought them independence, it also 
placed them in the group of raw-materials and agricultural countries, producing and 
exporting mineral products, oil, foodstuffs, farm products, condiments (especially coffee 
and tea), textiles, leather articles, and the like. This specialisation did not guarantee success
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and the majority o f these countries suffered a permanent balance of trade and balance of 
payment deficit. Fluctuations in conditions of a high price flexibility of demand on the 
international market led simultaneously to profound changes in export incomes, which 
complicated the situation even further (Bozyk, 2006).
In this regard, the countries that shared this situation and were by that time less developed, 
including the later NICs, adopted the import substitution economic policy, seeking a 
solution in anti-import development based on the premise that a country should attempt to 
reduce its foreign dependency through the local production of industrialized products. 
Unlike the other less developed countries, NICs withdrew from the import substitution 
strategy earlier (Baer, 1972).
The first generation of NICs, drawing primarily on Japanese experience, based their 
development strategy on four pillars: development open to the world economy, adjustment 
to the structure production to export needs, aggressive pro-export policy and protection of 
the domestic market. The first generation of NICs accelerated their growth rate and 
commenced the process of economic restructuring in the mid-1960s.
Structural changes in industry were subordinated to this target, introduced with export 
development uppermost in mind. The first steps were taken in the direction o f the heavy 
and machine industry, followed by the development of the processing industry, including 
the electric-machinery and electronic industry, automobile industry, shipbuilding, textile, 
chemicals and others. Technological assistance to Asian countries came from Japan, and to 
Brazil and Mexico from the United States. Markets were sought in West European 
countries but also in the United States and Canada (Bozyk, 2006).
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All NICs witnessed rapid growth of employment exceeding the demographic growth rate, 
which meant population movements from rural to urban areas. This process was 
accompanied by the development of education at all levels resulting in a growth of labour 
productivity. Thus, in total, the acceleration of the economic growth rate had its roots in 
long-term trends of accumulation growth, a significant acceleration of the growth rate of 
investments and modernization of the production apparatus connected with it, as well as 
profound qualitative changes in labour resources resulting from changes in the structure of 
employment and upgraded qualification (Jain, 2006).
1 .9 .2  M e x ic o  a n d  IN V s  R e s e a r c h
IE research (McDougall & Oviatt, 2000; Oviatt & McDougall, 1994) to date has largely 
been focused on new ventures based in developed economies and has not paid significant 
attention to new ventures based in NICs. Therefore, the limited research on the 
internationalisation of firms based in NICs has focused on large firms (Wright, 2007), such 
as Brazil’s AmBev (Economist, 2007), China’s Lenovo (Spulberg, 2007), India’s Tata 
(Khanna, 2007), and Mexico’s Cemex (Salvo, 2007). Clearly there is a gap concerning 
how small entrepreneurial firms based in NICs internationalise (Yamakawa et al., 2008).
There is evidence that the development of an economic and policy environment supporting 
new, high-growth, high-technology ventures has become common strategy adopted by 
many policy makers, as a critical means of promoting future economic growth and job 
creation (Cooper & Park, 2008). Firms from NICs are accelerating their efforts to integrate 
into the global economy (Hoskisson et al., 2000; Khanna & Palepu, 1997).
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One o f the results of this can be appreciated in the change over the last two decades of the 
conventional foreign direct investment (FDI) pattern. Although developed economy firms 
remain the dominant source of FDI, NICs firms have started to invest abroad in increasing 
numbers in recent years. For instance, the increase in outward flow o f FDI mainly from 
NICs (from $16.3 billion to $469 billion during the years of 1980 to 2002) has tripled the 
increase from developed countries (from $507 billion to $4.3 trillion) (Henisz, 2003; 
Pacheco-Lopez, 2005a; Zahra, 2005). A recent study further showed that SMEs in NICs 
are increasingly internationalizing to capitalize on opportunities in foreign markets 
(OECD, 1997).
In the contemporary environment of trade liberalization, Mexico among other NICs, 
necessitates an examination o f its export strategies for building competitive advantage in 
foreign markets (Aulakh et al., 2000; Nica et al., 2006).
1 . 9 .3  C r e a t io n  o f  a n  a d e q u a t e  A r e n a  in  M e x ic o  f o r  IN V s  t o  
G r o w
The past two decades have seen dramatic changes in the Mexican economy. Appearing as 
a closed economy until the mid 80s, after more than three decades o f pursuing import 
substitution policies, Mexico embarked on a serious program of trade liberalization, which 
has led the country to become the thirteenth largest exporter and the tenth largest importer 
in the world (WTO, 2001). Tariffs were reduced substantially, import licences were 
gradually rescinded, and export promotion policies were pursued, particularly through the 
‘Maquiladoras’ sector. The advent of the General Agreement on Tariffs and Trade (GATT) 
in 1986 initiated the economic open process of the country, followed by several 
agreements from which it is crucial to mention the North America Free Trade Agreement
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(NAFTA), in Spanish TLCAN, that came into effect on January 1st, 1994. Up to now, 
Mexico has negotiated more than 10 free trade agreements with 43 countries from North 
America, Europe, Latin America and Asia. This net of agreements offers preferential 
access to a superior market of 1.3 billion of consumers, see Figure 1.1. The process of 
trade liberalization continues, and Mexico is an active participant on the current discussion 
regarding the formation of a Free Trade Area o f the Americas (Bouzas, 2007).
The major purpose of the change in trade policy regime, in the wake of the debt crisis of 
the early 1980s, was to accelerate economic development and to “grow out” of debt. This 
remained the purpose of further trade liberalization programs. Great expectations were 
raised with the signing of NAFTA that somehow Mexico would embark on a “new golden 
age” o f economic growth and prosperity (Lusting, 1994; Serra, 1991). It is also significant 
to mention that different opinions have emerged regarding this argument (Pacheco-Lopez, 
2005a, 2005b).
FIGURE 1.1 Open Economic Process of Mexico
SOURCE: Ministry o f  E conom y in M exico (2007)
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The net o f agreements signed by Mexico has offered Mexican firms access to diversified 
markets and new prospects for long term economic growth. As Mexico has grown to 
become a considerable exporter, it is crucial to underline how the export economy has 
substantially diversified. In 1985, 70 percent of non-Maquiladora exports were classified 
as petroleum products. Ten years later, over 50 percent of non-Maquiladora exports were 
classified in groups as diverse as automotive and transport equipment, chemical products, 
iron and steel, electronic equipment and textiles (LatinFinance, 1996). High-tech 
manufacturing has grown substantially over the last decade in Mexico as elsewhere in 
Latin America and has become a substantial source of economic growth. The combined 
production of seven Latin American countries -  Argentina, Brazil, Chile, Colombia, Costa 
Rica, Mexico, and Venezuela -  increased 93 percent between 1991 and 2000, rising from 
$27 to $52 billion US dollars. Within such a framework, high-tech manufacturing in Latin 
America has been dominated by Argentina, Brazil and Mexico accounting for over 90 
percent of total high-tech production in 2000 (Hill,2002), see Figure 1.2.
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FIGURE 1.2 High Tech manufacturing production in selected Latin American
countries 1991-2000
SOURCE: CRI-W HFA W orld Industry M onitor, WErld Industry Service database (October 2 0 01 )
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High-tech manufacturing has become more reliant on trade than any other manufacturing 
industry in Latin America. Over the decade of the nineties, high-tech trade expanded more 
than 460 percent, rising from $15.4 to $85.6 billion o f U.S. dollars. Measured by trade 
intensity - the combined value of exports and imports as a share of production - the sector 
reflected an increment of more than 150 percent by the year 2000, compared to 62 percent 
in the entire manufacturing sector. As a result, it is crucial to note that in the 90s Mexico 
shifted from a net importer to a net exporter o f high-tech goods (INTECH, 2000).
Therefore, the strong forces that drive globalization worldwide have also reached Mexico 
and have triggered the need to create new flexible firms that could take advantage of this 
recent framework by integrating the access to international business in the high tech sector.
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Furthermore, the challenge to create IN Vs in Mexico has been of great magnitude 
regarding the recent openness o f the economy and the new high tech manufacture exporter 
position o f the country.
1 . 1 0  C o n t r i b u t i o n s  o f  t h e  P r e s e n t  S t u d y
This study contributes to both theory and practice in the several ways. First, an extensive 
literature review o f forty eight of selected studies on IE and personal interviews with key 
executives of INV (see Section 4.3) helped to specify the model of INVs and the domain of 
each construct.
In this regard, a model of INVs is conceptualised and empirically tested. The majority of 
studies that empirically examined the effects of INVs mainly focus on developed nations. 
Given the limited research in this area, to fill this research gap, this study aims to shed light 
on the INV literature in a NIC, such as Mexico.
This model, mainly based on second order constructs, helps develop a clearer 
understanding of the positional advantage, its antecedents (resources, capabilities, 
competitive strategies, EO, and ambidextrous innovation strategy) and consequences 
(performance). Besides, multi-dimensional and second-order concepts are conceptualised 
and empirically tested for resources, capabilities, competitive strategy, positional 
advantage and performance across INVs. Ambidexterity is measured as an interpretable 
approach for combining exploration and exploitation measures. Therefore, this study 
contributes to the marketing and strategy literature by providing a broad-based integration
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of marketing theories such as the RBV with INVs. From the twelve hypotheses tested, ten 
were supported and two were rejected (as discussed in Chapter 8).
The findings indicate that positional advantage of INVs is strongly related to: 1) the 
availability o f key resources combined and transformed into capabilities; and 2) the 
integration of key resources to generate competitive strategy choices.
The separation of the firm’s resource endowments and the capabilities developed is an 
important theoretical distinction that is rarely applied in marketing theory. It helps to 
differentiate the abilities of the firm to perform a particular task or activity, from the 
capacities of the firm to purposefully create, extend or modify its resource base.
This investigation also extends traditional RBV explanations by supporting the emerging 
dynamic capabilities paradigm that links the organisational processes by which firms 
develop and deploy resources with business performance.
Therefore, an additional contribution regards the implementation of dynamic capabilities in 
the conceptual model as complement to the RBV, based on three issues: 1) the cross­
fertilisation of EO to resources, capabilities, ambidexterity and performance; 2) an 
ambidextrous innovation strategy, which enables the firm to integrate, build and 
reconfigure internal and external innovation strategies to address rapidly changing 
environments; 3) and a robust theoretical model explaining INVs’ positional advantage 
through a RBV as a process with identifiable stages and linkages between them.
35
In this regard, the theoretical model and empirical results of this research indicate that 
particular attention should be paid to generate positional advantage in order to understand 
firm’s performance. The creation of positional advantage is twofold. The former suggests 
delineating and assessing capabilities dynamically influenced by EO. The latter is 
concerned with the competitive strategy developed from internal factors like resources and 
from dynamic capabilities such as EO and ambidexterity.
Thus, integrating the RBV with EO, ambidextrous innovation strategy and competitive 
strategy provides a stronger theoretical rationale for explaining positional advantage and 
performance over time.
1 . 1 1  STRUCTURE O F THE T H E SIS  AND O RD ER O F
P r e s e n t a t i o n
This thesis is organised logically into nine chapters. Figure 1.3 presents the structure of the 
thesis and each chapter is summarised as follows:
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Chapter one has already briefly introduced the nature of this study, the research context, 
and the significance of this study by reviewing studies on INVs. Also, it has provided an 
explanation of the motivations to develop this investigation with the research problem. 
Further, it has described the INV research gap with the advantages of obtaining empirical 
evidence from Mexico. Additionally, the research objectives, research questions and an 
overview of the contribution of the study were presented.
Chapter two provides an insight into the literature in the domain of INVs. Theories, trends 
and principles in different perspectives (e.g. marketing, strategy and IE) are discussed in 
detail to create a base for further conceptual development following this chapter. 
Consequently, an explanation of the methodology used to select INVs studies is provided. 
The research antecedents are then reviewed in order to explain the internationalisation 
theories and their limitations. Table 2.2 provides an in-depth chronological view o f 47 
conceptual and empirical studies developed during the last 15 years (1993-2008) where the 
evolution of the definitions and interpretations of the INV concept can be appreciated. 
Following this literature review, a critical assessment is presented in which the most 
relevant benefits and contributions as well as potential drawbacks are discussed.
Chapter three notes the insufficient attention to the RBV in INVs research. To address this 
issue, this author draws on the marketing and IE literature to develop a synthesis to extend 
the RBV to INV literature. In doing so, the chapter describes how the resources and 
capabilities available to young international start-ups are integrated and shared to create 
positional advantage and performance. This chapter then presents the conceptual model 
and the hypotheses are explained.
Chapter four aims to link the proposed conceptual model and related hypotheses previously 
presented with the empirical approach employed in collecting data for hypotheses testing. 
Therefore it focuses on the design and methodology used for the present study, starting 
with the philosophical assumption adopted as a method o f inquiry, followed by selecting 
the research design and data collection method. A detailed explanation of the data analysis 
method, which is SEM, is included. Moreover, this chapter describes the approach used in 
the assessment o f reliability and validity of the measures employed, and concludes by 
examining the access and ethics considered by this researcher throughout the period of 
research.
Chapter five relates to the data generation and measurements. It describes the 
operationalisation of constructs by selecting measurement scale items and scale type. 
Additionally, this chapter describes the questionnaire generation and pre-testing to validate 
the instrument used in the process o f data collection. It also covers the execution of data 
collection by specifying the research tactics in terms o f planning what to measure. 
Moreover, the sampling method is described by defining the target population and 
sampling frame which was focused on the INVs o f Mexico; the selection o f sampling 
procedure; sample size and elements. The final part of this chapter includes the profile of 
respondents and o f the participating INV firms.
Chapter six presents the descriptive analysis and findings o f the data obtained from the 
survey. It highlights two main sections: demographic profiles of the sample and the 
descriptive analysis o f constructs. The demographic profile examines several patterns 
exhibited in the data set which include the general characteristics of the INVs surveyed and 
of the export venture. The descriptive analysis of constructs assesses the seven latent
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constructs in the conceptual model on a seven-point scale. The findings are displayed using 
tables and graphs to illuminate the features of the data in order to provide a simplified 
picture of large datasets.
Chapter seven reports the measurement model analytical process by using SEM via AMOS
6.0 software package. It commences by presenting the data preparation and screening 
procedures which entail the treatment o f missing data, detection of outliners and normality 
considerations. Multiple item measures were used for all constructs based upon the review 
of the general literature together with exploratory interviews with managers. This chapter 
also examines and confirms the existence of dimensions underlying the model variables, as 
well as providing an assessment o f reliability and validity of the scales pertaining to the 
dimensions. To this end, a series o f steps were followed in order to achieve purification 
and internal consistency of measurement scales. The measures were purified using 
exploratory factor analysis and reliability analysis. Consequently, the set of items retained 
were subjected to confirmatory factor analysis to verify the hypothesised factor structure. 
Moreover, the measures were assessed for unidimensionality, convergent validity, 
reliability and discriminant validity.
Chapter eight turns to assessing the path model previously exhibited in Figure 3.1 using the 
AMOS 6.0 programme. The causal process is depicted by a series of structural equations 
and the hypothesised model is tested simultaneously to establish its consistency with data. 
In order to ensure over five observations per estimated parameter, a parsimonious model 
was adopted for this study. Consequently, the results are presented and discussed in the 
framework of the twelve hypotheses developed. Following the hypotheses test results, a 
trimmed model was developed.
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Chapter nine aims to conclude the research endeavour by presenting a research summary 
of the overall study, followed by a discussion of key findings and conclusions. This chapter 
concludes with a discussion of implications, limitations and suggestions for future research 
directions.
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C H A PTER  2  
L i t e r a t u r e  R e v i e w  a n d  T h e o r e t i c a l  
P r e m i s e s
2 .1  In t r o d u c t i o n
For several decades, the internationalisation process of firms has been the topic of 
abundant research in the highly interrelated fields o f  international business, international 
marketing and, more recently, entrepreneurship. However, conceptualizations and theory 
development have been diverse, the internationalisation process has been generally 
conceived as a gradual on-going process, taking place in incremental stages and over a 
relatively long period of time (Johanson & Vahlne, 1977, 1990, p. 11). Thus, according to 
the most influential streams o f research in internationalisation process theory, firms have 
usually tended to become international in a slow and  rather incremental manner.
When the most critical assumptions and theoretical prescriptions o f the internationalisation 
process models have been empirically exam ined, basically among SMEs, several 
paradoxes have usually emerged (Christensen, 1991; Knight & Cavusgil, 1996). In fact, in 
a couple of exhaustive evaluations of the w ell-know n export stage models, Andersen 
(1993), even questioned their adequacy as good theories, concluding that their theoretical 
boundaries, explanatory power, and operationalization had to be radically improved. 
Several other researchers have also accused the stages models for being too deterministic 
and mechanistic in nature (Reid, 1983). Consequently, future research in this field should 
seek new paths of development and alternative visualizations (Coviello & McAuley, 1999; 
Fillis, 2001; Robertson & Chetty, 2000; Strandskov, 1993).
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Such a research gap could be well filled by the emerging topic of IE which focuses on 
INVs (Oviatt & McDougall, Madsen & Servais, 1997; 1997) which are, by theoretic 
definition, international at inception.
The purpose of this chapter is to give an insight into the literature of INVs. In this literature 
review, forty seven studies from the last sixteen years which deal more or less explicitly 
with the INV’s phenomenon are first identified, and then fully examined and critically 
assessed as a basis for obtaining an adequate view of the state-of-the-art of this 
increasingly important research avenue in the field o f IE.
The chapter starts with the INVs theoretical framework of reference, followed by the 
methodology used for this synthetic review selected to analyze a number o f recent, 
purposefully-chosen studies. Moreover, this literature review explains INVs’ research 
antecedents, including the gradual internationalisation theory and limitation, as well as the 
new internationalisation patterns. In addition, this chapter also covers the analysis and 
discussion of the INVs literature review results, which is systematically compared along 
with the following criteria: 1) INVs conceptual and operational diversion, where the 
variety o f terms used to describe new internationalisation patterns are detailed and the 
reasons why INV is the term used in this thesis. This section also explains, the firm’s age 
at international entry and export-to-sales ratio; 2) INVs literature review research 
objectives; 3) INVs frameworks of study; 4) INVs methodological issues; and 4) cross 
comparisons of key INVs research findings.
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As a result of this literature review, a critical assessment follows in which the most 
relevant benefits and contributions as well as potential drawbacks, limitations or major 
discrepancies in the research activities conducted so far are discussed.
2 . 2  IN V s  T h e o r e t i c a l  F r a m e w o r k  o f  R e f e r e n c e
When examining the literature, it is interesting to observe how the contributors belong to 
different research traditions, and, as pointed out by Aspelund (2006) and colleagues, one of 
the consequences is that there is no agreement about the defining characteristics o f being 
international or being a new venture. Many authors do refer to Oviatt and McDougall 
(1994; 2005:49) who define INV as “a business organization that, from  inception, seeks to 
derive significant competitive advantage from  the use o f  resources and the sale o f  outputs 
in multiple countries”. But the operationalisation of this broad definition varies. Similarly, 
Knight and Cavusgil (1996, p. 11) conceptualize them as being small, technology-oriented 
companies that operate in international markets from the earliest days of their 
establishment.
Despite many established firms still appearing to internationalise following a slow, 
evolutionary path of development, other more dynamic and newly-established small firms 
seem to be able to become international almost at founding or very shortly thereafter. The 
emergence of these firms, mostly in the last sixteen years, might well indicate that 
important dimensions of the internationalisation process may have evolved since the 70s 
and 80s, when much o f the existing theory was developed. Thus, the growing significance 
of international new firms seems to be challenging most of the theory development 
previously established in the field. In order to enrich an understanding of the business
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internationalisation process, this recent generation of INVs should also be taken into 
account.
It has been widely claimed in the literature that the existence of an increasing number of 
firms with rapid international growth must be shown to be an empirical fact (Oviatt & 
McDougall, 1997). Consequently, several key driving forces behind the emergence of 
INVs, global start-ups, and bom globals as well as their rise in number, size, age, 
geographic distribution, industry affiliation, and even export behaviour and performance 
have been traced over time by a number o f studies in different contexts as will be shown 
later in this chapter.
Although a significant amount o f research has already been conducted in an attempt to 
describe and explain this relevant phenomenon (Madsen & Servais, 1997), no one has 
attempted to specifically review, analyze and evaluate, in a systematic and comparative 
way, this growing stream of research. Therefore, with the aim of identifying the empirical 
support actually being received by INVs, and to help develop further conceptual 
explanations for this emerging phenomenon, the literature review of this study is focused 
on systematically reviewing and objectively evaluating the current conceptual and 
empirical academic literature concerning these newly established, highly export-involved 
entrepreneurial firms. More concretely, this literature review expects to shed light on the 
main characteristics and specific conditions which have usually claimed to be relevant for 
the emergence and further expansion o f this type of firm, mostly characterized by showing 
a truly global orientation from the very beginning, as well as a fast internationalising 
character and a high export potential involvement.
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Previous and outstanding reviews o f primarily empirical literature related to the SME 
internationalisation field are currently available, though with a very different approach to 
this literature review (Coviello & McAuley, 1999; Fillis, 2001; Leonidou & Katsikeas, 
1996; Rialp & Rialp, 2001; Zou & Stan, 1998). In particular, some of these other reviews 
focus on specific topics such as the export development models or the determinants of 
export performance, whereas others offer a much more general approach to the small firm 
internationalisation issue, usually considering only the empirical work available. Research 
that focuses on long-established and perhaps more conventionally-internationalised firms 
falls outside the parameters of this review (Zahra & George, 2002).
In spite of the large quantity of published work which has basically served to establish its 
recognition and scientific legitimacy, authors already recognize that a general concern in 
the field of exporting inquiry is the lack o f synthesis and assimilation of the fragmented 
knowledge obtained (Zou & Stan, 1998). Thus, given the fact that there has been a 
proliferation o f the literature concerning rapid internationalised SMEs in the last sixteen 
years, and that a number of different conceptualizations and empirical methodologies have 
recently emerged, it seems really worthwhile and useful at this point to offer an exhaustive 
and updated review of what has been achieved so far in order to better address future 
research efforts.
Following this argument, the structure of this literature review is as follows. First, a 
description of the methodology used for approaching the comparative literature review is 
presented. Then, a significant number o f the most relevant studies developed during the 
last 15 years in the context of the IE discipline that are primarily centred on INVs as a 
specific research issue are detected, systematically reviewed and compared with the aim to
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identify some key conceptual insights, several methodological issues and some empirical 
findings about the behaviour o f these firms. In the following section, a critical assessment 
of this stream of research in the context of SMEs’ internationalisation in light of the 
previous literature analysis follows. Finally, several conclusions as well as implications 
including future research directions are outlined at the end of this chapter.
2 . 3  M e t h o d o l o g y  u s e d  t o  s e l e c t  IN V s  S t u d i e s
As mentioned above, the purpose o f this literature review is twofold: 1) to provide an 
updated review and synthesis o f the literature that has emerged during the last sixteen 
years, from 1993 up to 2009, in relation to the accelerated internationalising activities of 
new, entrepreneurial SMEs; and 2) to identify directions for future research aimed at 
developing improved theories and advancing knowledge of this phenomenon. This will be 
achieved by providing an objective assessment of the state of knowledge in the area.
In this section, the major methodological decisions made in terms of the scope of this 
review are mentioned briefly, including the selection criteria and the academic sources 
consulted for the identification o f the final number o f studies accepted for further analysis 
in this chapter (48), allowing this author to develop the literature analysis in a highly 
systematic and rigorous way. As this study focuses on the contemporary scientific 
contributions appearing in the field o f INVs, the publication time frame covers a fixed 
period of sixteen years, from 1993 until 2009 inclusive. Although some studies on this 
issue had emerged earlier (Jolly et al., 1992; McDougall, 1989), a cut-off year was 
established in 1993. Two reasons exist for this: 1) it was then that a pioneering and, at the 
end, highly referenced empirical work appeared (Rennie, 1993); and 2) to allow for a
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reasonable and simultaneously manageable number of studies to be reviewed in far more 
detail. Moreover, in order to provide a much updated state-of-the-art on the INV issue and 
some evolution in the state o f knowledge, works published during the year 2009 were 
included.
As has been usual in other reviews (Zou & Stan, 1998), the studies to be considered in this 
review were firstly identified by a systematic process that combined electronic means with 
manual search so as to avoid omitting any extremely relevant work. The use of electronic 
tools as a way of search was conducted by scanning Emerald as well as Ebsco-host 
bibliographic databases and by searching other Internet resources, and proved to be highly 
efficient in generating a number o f current articles which contained (whether in their title, 
abstract or full text) key words such as ‘bom-global, ‘international new venture’, ‘global 
start-up’, ‘international entrepreneurship’, and so on. Though the journals ranged 
sometimes from very specific publications centred on several SME topics to more general 
outlets in the management field, most o f the relevant papers found were published in the 
core, leading journals for research in the International Business, International Marketing, 
and Entrepreneurship literatures. A significant part o f entrepreneurship literature is actually 
converging in the field o f IE. In addition, a manual search was also conducted for 
identifying other possible works whether in books, edited books o f readings, refereed 
journal articles as well as conference proceedings and working-papers which, in spite of 
being relevant for this study, had not been identified electronically. Both search methods, 
in particular the manual one, also proved to be useful in uncovering some highly related 
works which did not explicitly mention the specific research issue of interest in their title 
or abstract, but rather which turned out to contain it.
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Among the list of works initially detected, a selection process based upon six major criteria 
was followed so as to select the final contributions to be more exhaustively reviewed 
thereafter. In fact, to be eligible for further review, the candidate works had to be: 1) 
contemporary, as the research phenomenon is itself, studies appearing between 1993-2009; 
2) originally in the English language to facilitate comparison; 3) conceptually and/or 
empirically sound (i.e., rigorous conceptual and/or empirical approach); 4) in the case of 
articles, those more or less explicitly addressing the key issue o f analysis and previously 
published in leading journals whose scope belonged to the international business, 
international marketing, and/or small business as well as entrepreneurship disciplines; 5) in 
the case of chapters from books, proceedings o f conferences, and working papers, only 
those very directly related to the topic under study; and 6) at least most o f them, usually 
listed in references of other major studies with a very similar character and focus. In 
addition, doctoral dissertations are excluded in this review, such as Knight’s (1997) mostly 
due to their larger format and rather complex disposal.
Based on this rigorous selection process, 48 recent studies from at least 17 different 
academic journals and other similar sources were identified that met the specified criteria, 
out of which 30 were produced in the period 2000-2009. In this author’s opinion, they 
represent a significant number of works that demonstrate the urgency and increasing 
consideration given to this topic of research by current IE researchers. Several 
bibliographic sources from which the different works, papers and articles finally selected 
in this literature coverage were chosen are listed in Table 2.1.
Thus, in all, 48 academic works were accepted for further analysis. In a similar vein to the 
way other authors had previously proceeded (Coviello & McAuley, 1999; Leonidou &
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Katsikeas, 1996), each study was content-analyzed based on the information provided in 
each one in order to identify, for all o f them, the following issues: 1) main objective and 
type o f research; 2) framework used for conceptual development or analysis; 3) 
methodological approach, including data collection method, sample size, and analytical 
approach of the data when indicated; and 4) key research findings and conclusions.
TABLE 2.1 Bibliographic Sources of IE Studies
The McKinsey Quarterly 1
European Journal oj Marketing (EJM') 2
Journal of International Business Studies (JIBS) 7
Journal of Business Venturing (JBV) 3
Academy of Management Executive (AME) 1
Entrepreneurship Theory and Practice (ETP) 3
Industrial Marketing Management (IMM) 1
International Business Review (IBR) 1
Management International Review (MIR) 1
Journal of International Marketing (JIM) 3
Advances in International Marketing (AIM) 1
Academy of Management Journal (AMJ) 4
Asia Pacific Journal of Marketing and Logistics (APJML) 1
International Marketing Review (1MR) 1
Journal of Management (JM) 1
Journal of International Entrepreneurship (JIE) 6
Journal of Marketing Management (JMM) 1
Journal of World Business (JWB) 1
Others (chapters in edited books, working-pcipers, conference 
proceedings and/or presentations, etc.) 9
TOTAL NUMBER OF STUDIES ACCEPTED FOR ANALYSIS 48
Before ending this section, it is important to point out that the review effort has to be 
understood purely as a survey of the current state of knowledge in the topic of early 
internationalisation o f SMEs, and not as a fully exhaustive review o f the entire population
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of works available. Nevertheless, the 48 international studies finally selected in this 
detailed literature screening, and then accepted for further review, can be regarded to be 
among the most relevant ones in this field o f academic inquiry. Consequently, the 
following section attempts to elaborate a highly comprehensive and longitudinal 
assessment of the potential merits and drawbacks shown by some of the most recent and 
relevant research efforts conducted in this area.
2 . 4  IN V s  R e s e a r c h  A n t e c e d e n t s
As defined by McDougall and Oviatt (2000) IE is “...a combination o f innovative, 
proactive and risk-seeking behaviour that crosses national borders and is intended to 
create value in organisations... the study o f  IE includes research on such behaviour in 
multiple countries. ”
IE constitutes both a young and increasingly important field o f research in which at least 
three different academic traditions have recently collided: Strategic Management; 
International Business and Marketing; and Entrepreneurship. Such a convergence is 
explicitly shown by several efforts aimed to properly define and to consolidate the domain, 
and thus demarcation, o f this particular area o f scholarly inquiry (Giamartino et al., 1993; 
McDougall & Oviatt, 2000; Zahra & George, 2002). Whereas IE was initially regarded as 
associated with the development o f INVs or start-ups engaging in international business 
from inception (McDougall, 1989), the definition of this field and its scientific domain has 
evolved significantly since then. Today, much more widely-accepted and comprehensive 
definitions of IE can be found in Wright and Ricks (1994), McDougall and Oviatt (1996, 
2000; 1997), or Zahra and George (2002), for whom IE indicates “the process o f  creatively
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discovering and exploiting opportunities that lie outside a f ir m ’s domestic markets in the 
pursuit o f competitive advantage”. Thus IE has become today a multidimensional research 
program in which a quite diversified list o f topics, frameworks, and approaches co-exist 
(Giamartino et al., 1993; McDougall & Oviatt, 2000).
Two main streams of research in the field of IE, developed throughout the 1990s, can be 
distinguished (Zahra & George, 2002). The first one corresponds to the growing 
international role played by young entrepreneurial ventures, while the second includes the 
entrepreneurial activities of more established firms also associated with 
internationalisation, which is usually regarded as international ‘intrapreneurship’ or 
corporate entrepreneurship in international markets. On the one hand, one stream focuses 
on INVs characterized mostly because they become international almost from inception, 
while the other rather looks at the international activities developed by long-established 
companies (Lu & Beamish, 2001a; Zahra & George, 2002). Without neglecting the critical 
importance o f the latter stream, this study basically belongs to the former approach. 
Therefore, this literature review is exclusively focused on this emerging, but at the same 
time extremely significant, research issue o f internationalising new ventures.
INVs have been considered, although only partially, in some o f the most recent reviews 
and general assessments of the SME internationalisation literature (Cavusgil, 1998; 
Coviello & McAuley, 1999; Fillis, 2001; Peng & York, 2001; Zou & Stan, 1998), thus 
revealing the actuality o f the research topic in this field. An abnormally high speed in a 
small firm’s internationalisation and its high degree of international growth are among the 
key dimensions of IE under which this stream of literature has been recently developed 
(Autio et al., 2000; Zahra & George, 2002).
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Thus, in contrast to the two most orthodox and well-known schools of research on business 
internationalisation which conceptualize this phenomenon as a process of gradual 
commitment, the Uppsala Internationalisation Model (Johanson & Vahlne, 1977) and the 
Innovation-related export development models (Bilkey & Tesar, 1977; Cavusgil, 1980; 
Reid, 1981), there seems to exist increasing evidence that such a traditional view of risk- 
averse, incremental firm internationalisation process involving a varying number of stages, 
just as “rings in the water” in Madsen and Servais’ (1997) words, may be considered 
conceptually weak, and that changing market and technological conditions are challenging 
its relevance (Knight & Cavusgil, 1996; Oviatt & McDougall, 1997).
2 .4 .1  G r a d u a l  In t e r n a t i o n a l i s a t i o n  T h e o r y  a n d  L i m i t a t i o n s
The INV phenomenon presents an important challenge to conventional theories of firm 
internationalisation. Historically, research on internationalisation processes has attracted 
enormous scholarly attention since the study conducted by Johanson and Vahlne (1977), 
who drew upon the works of Cyert and March (1963) and Aharoni (1966), and developed a 
process model best known as the Uppsala model. This model is largely based on the 
behaviour theory of the firm (Cyert & March, 1963) and the theory o f firm growth 
(Penrose, 1959). The central thesis o f this model is the gradual acquisition, integration, and 
use of knowledge about foreign markets and operations through incremental commitments. 
Internationalisation hinges on two state aspects: knowledge possessed by the firm about 
specific foreign markets and commitment of firm resources to those markets. The model 
assumes that management will not commit a higher level o f resources to a market until it 
has acquired increasing levels o f experiential knowledge. Because such learning is time 
consuming, internationalisation is said to occur slowly (Andersen, 1993; Johanson &
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Vahlne, 1977, 1990). Weight is given in the model to internationalisation as a stepwise 
establishment chain, in which the firm evolves systematically from a situation of no 
foreign involvement to eventual establishment o f production abroad. The model assumes 
that, initially, firms target culturally similar markets, and then advance to newer targets 
possessing increasing psychic distance (Andersen, 1993; Johanson & Vahlne, 1977, 1990).
The Uppsala model has triggered other studies along the line o f experiential learning 
perspective portraying internationalisation as an incremental sequence, such as the 
Innovation Related model. Derived from the work o f Bilkey and Tesar (1977), Cavusgil 
(1980), and Reid (1981), this model perceives a firm ’s internationalisation as a progressive 
series o f market targeting innovations evolving slowly as the firm gradually acquires 
relevant knowledge and experience. Cavusgil’s (1980) review suggested that companies 
tend to internationalise without much rational analysis or deliberate planning, that 
internationalisation is a gradual process advancing in incremental stages over a relatively 
long period of time, and that each stage entails increasing commitments of resources and 
managerial talent. The slowness o f the process may be a reflection o f management’s 
aversion to risk-taking and its inability to rapidly acquire relevant knowledge and market 
infomiation (Cavusgil, 1980).
Since the Uppsala and Innovation Related internationalisation models were developed, 
numerous scholars have advanced various criticisms about their assumptions and validity. 
First, foreign expansion may proceed more quickly in countries where there is already 
widespread internationalisation o f industry and business activities or where markets are 
substantially globalised (Johanson & Vahlne, 1990; Levit, 1983). Second, the traditional 
views emphasise deterministic process, like the establishment chain, in which
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internationalisation proceeds almost seemingly without much deliberate planning. 
Nevertheless, foreign expansion tends to be, in reality, a major undertaking, fraught with 
contingencies and risk. To confront these challenges, many companies rely on careful 
strategic planning which accounts for a potentially wide array of product-market 
conditions and strategic options. In the analysis, firms tend to choose entry modes best 
suited to their individual circumstances (Douglas & Wind, 1987).
In addition, Sullivan and Bauerschmidt (1990) pointed out that the Uppsala model was 
exclusively induced from the studies o f Scandinavian industrial firms and therefore lacked 
external validity.
Furthermore, Andersen (1993) evaluated the Uppsala model and Innovation related models 
in the light of theory construction and criteria. She concluded that the former failed to 
explain how an internationalisation process begins and how experiential knowledge of 
foreign markets affects resource commitment while the latter contained unobservable 
concepts and delivered only trivial explanations o f the internationalisation process.
To conclude this section, the phenomenon o f the INV firm itself poses important new 
challenges to traditional internationalisation models. Inherently, and due largely to the 
advent of facilitating technologies and other factors, INVs go abroad early, often from the 
incipient days of their existence.
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2 . 4 . 2  N e w  In t e r n a t i o n a l i s a t i o n  P a t t e r n s
Several studies, especially since the 90s, have identified an increasing number of firms 
which, instead of following the traditional stages pattern, that is, opting for domestic 
expansion before initiating foreign activities in geographically or psychically-close 
countries firstly, choose to be extensively present abroad right from their birth or very 
shortly thereafter. However, quite surprisingly, this type of firm becoming international, 
sometimes even global, from, or almost from, inception, has been labelled very differently 
from one study to another, thus generating some confusion in the area. The terms used are 
International New Ventures (INVs) (McDougall et al., 1994; Oviatt & McDougall, 1994; 
1997; Servais & Rasmussan, 2000); and other names such as Bom Globals (Aspelund & 
Moen, 2001; Bell & McNaughton, 2000; Knight & Cavusgil, 1996; Madsen et al., 2000; 
Madsen et al., 1997; Moen, 2002; Rasmussan et al., 2001; Rennie, 1993), Global Start-ups 
(Oviatt & McDougall, 1995), High Technology Start-ups (Burgel & Murray, 2000), Global 
High-Tech Firms (Roberts & Senturia, 1996), Instant Internationals (Fillis, 2001) have also 
been used for identifying these firms.
The existence and behaviour of this type o f firm has already been reported in different 
sectors, specially high-tech industries, and geographical areas o f the developed world 
(Knight & Cavusgil, 1996). Therefore, although academic researchers had for a long time 
ignored them, an increasing number of international scholars in different fields of 
organization science have turned their attention to this relevant phenomenon; thus 
demonstrating not only its importance but also its growing consideration as a frontier 
research issue in the highly related fields o f IE, as well as International Business and 
Marketing (Cavusgil, 1998). To be precise, three extensive fields specifically covered by
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many of the leading academic journals from which the majority of studies included in this 
final review were extracted.
In Table 2.2 the articles that inform the present research are discussed. This summary table 
encapsulates the specific interest in this topic o f accelerated SME internationalisation and 
deals with one of the objectives of this literature review. It provides quite a rich 
chronological view o f 48 conceptual and empirical studies developed during the last 
sixteen years (1993-2009). These have more or less explicitly focused on less traditional 
ventures. In order to synthesize them as systematically as possible, the approach in this 
literature comparison has been operationally developed, as mentioned above in the 
methodological section, by means of positioning each academic contribution along the 
same classification criteria: main objective and type o f research, framework, 
methodological issues as well as key results o f each study.
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Table 2.2  C h r o n o lo g ic a lly -o r d e r e d  contem porary research oil International Kntrepreneursliip (INV s. (. lo luil S tart-l  ps. Uorn-Cdobals) 1993-2009
1. Rennie (1993) • To understand the reasons 
lor the explosive growth o f 
Born Globals and to develop 
insights to inform future 
policy and business 
planning.
• Empirical, descriptive study.
• Not explicitly grounded on 
any specific theory.
•  Indicates several 
argum ents for the rise o f  
SMEs and their ability to 
compete globally.
•  A ustralia 's high-value-added 
manufacturing sector.
•  Survey (over 300 exporting firms), 
focus groups and in-depth interviews 
(60 firms).
•  Descriptive statistics with no 
hypotheses.
•  Rise o f  numerous SMEs that .successfully com pete globally (virtually 
from inception) without an established domestic base.
•  A distinctive fast-growing, “born-global” firm 's profile can be found in 
all industries even in sectors considered to be declining.
• Bom globals are flexible and compete in niche markets based on quality 
and value created through innovative technology and product design.
2. Oviatt & 
M cDougall (1994)
• To define and describe the 
increasing phenomenon o f 
firms that are international 
from inception (INVs), and 
to present an explanatory 
framework.
•  Conceptual study.
•  Definition o f  IN Vs as 
start-ups whose origins are 
international.
• A theoretical framework 
on INVs is developed
w hich integrates accepted 
MNE/IB theory' with 
recent developments in 
Strategic Management and 
Entrepreneurship research.
• Theoretical classification 
o f  INVs.
•  A framework is presented that 
explains the phenomenon by 
integrating international business, 
entrepreneurship, and strategic 
management theory'.
•  4 necessary and sufficient elements for the existence o f  new ventures 
that are instantly international (INVs): (1) organizational formation 
through internalization o f  some transactions, (2) strong reliance on 
alternative governance structures to access resources, (3) establishment 
o f foreign location advantages, and (4) control over unique resources 
(knowledge).
•  4 types o f  INVs are outlined also according to the number o f  countries 
involved and the coordination o f value chain activities: (i) 
Export/Import Start-up, (ii) Multinational Trader, (iii) Geographically 
Focused Start-up, and (iv) Global Start-up.
3. M cDougall, 
Shane & Oviatt 
(1994)
• To provoke a discussion o f 
the limitations o f  existing 
theories from the field o f  IB 
in explaining the behaviour 
o f  IN Vs.
•  Empirical, descriptive, case- 
study approach.
• 5 generally accepted 
theories from IB are 
compared against the 
emergence and subsequent 
development o f  INVs:
•  (1) Monopolistic 
Advantage Theory
• (2) Product Cycle Theory
•  (3) Stage Theory o f 
International ization
• (4) O ligopolistic Reaction 
ITteory
• (5) Internalization Theory.
•  Compilation o f  24 exploratory case 
studies o f  INVs in 10 countries, and 
comparison among themselves.
•  12 case studies directly developed 
by the authors and analyzed by the 
use o f 3 sources o f  evidence: (1) 
documents, (2) physical artefacts, 
and (3) semi-structured personal 
interview's conducted with the 
founder/founding team and/or chief 
financial officers o f  each firm.
• The formation process o f  INVs is not well explained by existing theories 
from the field o f  IB w hich assume that firms become international long 
after they have been formed.
• Founders o flN V s are individuals who see opportunities from 
establishing ventures that operate across national borders because o f the 
competencies (networks, knowledge, and background) they have 
developed earlier and are unique to them.
• They engage in international business from the time o f venture 
formation so as to create international business competencies and to 
avoid palh-dependence on domestic competencies that the firm may not 
be able to shift out o f  due to inertial forces.
• ITtey also prefer to use hybrid governance structures for their 
international activities to preserve resources during the cash-draining 
formation process.
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4. O viatt & 
M cD ougall (1995)
•  T o identify a pattern 
underlying the creation 
dynam ics and success 
characteristics o f  global 
start-ups (new  firms that are 
virtually global from 
inception) versus dom estic 
new ventures.
•  Em pirical, descriptive, case 
study-based approach.
•  A fram ew ork describ ing  6 
key driving forces to 
determ ine w hether the 
business being considered 
should be a global o r a 
dom estic start-up.
•  Com pilation o f  24 exploratory case 
studies o f  INVs in 10 countries, and 
com parison am ong them selves.
•  12 case studies developed and 
analyzed by the use o f  3 sources o f  
evidence: (1) docum ents, (2) 
physical artefacts, and (3) sem i­
structured personal interviews 
conducted with the founder/founding 
team and/or ch ie f financial officers 
o f  each firm.
•  C haracteristics o f  successful global start-ups are: (1) a global vision 
exists from inception, (2) m anagers are internationally experienced, (3) 
global entrepreneurs have strong international business netw orks, (4) 
pre-em ptive technology or m arketing is exploited. (5) unique intangible 
assets are present, (6) product or service extensions are closely linked, 
and (7) the organization is closely coordinated w orldw ide.
•  A progress report based on a com parative score card o f  12 firms reveals 
that the first three characteristics are critical at founding.
5. Bell (1995) •  To analyze the relevance o f  
the stages theory in the 
initial export decision and 
internationalization process 
o f  sm all firm s belonging to 
high technology and service 
intensive sectors (the 
com puter softw are sector).
• Em pirical study: survey, in- 
depth interviews.
• Export developm ent 
internationalization 
“ stage” models.
•  Small com puter softw are firms (less 
than 200 em ployees) in Finland, 
Ireland and Norway.
• Mail survey (98 firms) followed by 
in-depth personal interviews (24 
firms)
• Q ualitative, cross-sectional 
description supported by 
frequencies.
•  M arket selection influenced by client follow ership, targeting sectors, 
and the industry 's trend to collaborate (the concepts o f  psychic and 
geographic distance were not supported).
•  A lthough firms exhibited increased com m itm ent to export, this was 
done by entering  new  m arkets rather than increasing investm ents in 
existing overseas m arkets (findings did not support increm ental 
internationalization).
6. C’oviello & 
M unro (1995)
• To exam ine the 
entrepreneurial high- 
technology ven tures’ 
approach to international 
m arket developm ent 
focusing on their use o f  
netw ork relationships to 
pursue foreign market 
opportunities and conduct 
international m arketing 
activities.
•  Em pirical research: Case- 
study approach and mail 
survey.
•  A pplication o f  a network 
theory perspective in the 
context o f  the 
entrepreneurial firm that 
seeks to expand 
internationally.
•  The impact o f  netw ork 
relationships on 
international market 
developm ent, and 
m arketing-related 
activities within 
international m arkets is 
w idely exam ined.
•  4 in-depth case studies o f  the 
internationalization processes o f  
small, entrepreneurial linns in the 
N ew  Z ealand softw are industry at a 
relatively m ature stage o f  
international developm ent.
•  M ultiple in-depth interviews with 
the key decision-m akers com bined 
with secondary data.
•  S tructured mail survey o f  25 
younger firms in the sam e industry 
and at an earlier stage o f  
internationalization.
•  N etw ork theory' offers a rich perspective on how  and why the 
international developm ent patterns o f  entrepreneurial firms occur. M ore 
concretely, in term s o f  the impact o f  netw ork relationships on 
international m arket developm ent and on m arketing-related activities, 
both case and survey results revealed that:
• The relatively rapid and disperse involvem ent in foreign m arkets by 
entrepreneurial hi-tech firms can be linked to opportunities and 
constraints em erging from a netw ork o f  relationships (both formal and 
informal).
•  A heavy reliance on netw ork relationships for m arketing-related  
activities is also detected, though a tendency existed for more 
established high-tech firms to develop internal m arketing capabilities.
iy iSO
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7. Bloodgood, 
Sapienza & Almeida 
(1996)
8. Knight & 
Cavusgil (1996)
( >b jcct i\ c
•  To exam ine the antecedents 
(strategic and structural 
characteristics) and 
outcom es (subsequent 
perform ance in terms o f 
sales growth and 
profitability) o f the extent o f 
internationalization o f  new 
highly potential ventures 
based in the US and still 
relatively young at the time 
o f  the initial public offering 
(IPO).
•  Empirical, hypothesis- 
testing, and quantitative 
research.
•  (1) To review traditional
internationalization theory; 
(2) to describe the recent 
em ergence and 
characteristics o f  bom  global 
firms; (3) to propose factors 
that may have given rise to 
their emergence; (4) to 
suggest im plications that 
bom globals may hold for 
m anagem ent at smaller 
com panies; and (5) to offer 
possible approaches for 
conducting research on these 
firms.
•  Conceptual, descriptive 
study.
1 i a i m  \'  n r k
•  After review ing the 
m onopolistic advantage 
theory and stage theory 
applicability for explaining 
new venture 
internationalization, a 
resource-based view o f  
this phenomenon is used 
as a relevant theoretical 
framework.
• Hypotheses relationships 
are established among the 
initial resource conditions 
(TM T’s international 
experience, the firm 's 
sources o f  competitive 
advantage, degree o f 
innovativeness, and firm ’s 
size), the extent o f 
internationalization 
achieved at IPO, and 
subsequent firm 
performance.
• Deeply reviewed 
Traditional 
Internationalization 
Theory (U ppsala and 
Innovation models).
• Then, the study is built 
upon relevant criticisms 
posed for this theory 's 
validity and assum ptions 
on prior studies 
characterizing the bom 
global firm in different 
geographic contexts.
•  Recent factors and trends 
giving rise to the 
emergence o f  the born 
global phenomenon are 
discussed.
M eth o d o lo g y Key R es e a r ch  
I iiulings
A sample size o f  61 venture capital 
backed, high-potential firms drawn 
from several industries that were less 
than five years old at the time o f  IPO 
in 1991 and whose performance 
results were measured in 1993.
Apart from details on the 
operationalization o f the different 
variables, no other methodological 
information is given.
Descriptive statistics and zero-order 
correlations are provided.
To test the hy potheses, initial 
conditions were regressed against 
the firm ’s extend o f 
internationalization, and then both 
were regressed against firm 
perform ance tw o years later, f irm s 
and industry controls were applied in 
these analyses.
A resource-based model on new venture internationalization is 
significantly, though partly, supported according to this research work.
(Early) internationalization is directly related to the use o f  product 
differentiation as a source o f  com petitive advantage, the international 
work experience o f  the board o f directors, and firm size at the time o f  
IPO.
The use o f  low cost, product differentiation, or innovation as a source o f 
com petitive advantage, and size at the time o f  IPO was directly related 
to sales growth in the two year period follow ing the IPO.
The level o f  internationalization at the time o f  the IPO is positively- 
related to earnings two years later.
As a general conclusion it can be added from this study that the rapid 
globalization o f  markets requires that certain firms com pete 
internationally virtually from the outset. However, results also suggest 
that early internationalization is finally contingent upon the industry and 
resource conditions faced by the firm at founding and soon thereafter.
Propositions.
The born global phenomenon 
suggests a new challenge to 
traditional theories o f  
internationalization. These firms, the 
critical factors and implications 
associated with their arrival and the 
associated limitations posed for 
internationalization theory are 
described.
Grow ing ev idence o f  the widespread em ergence o f  bom  globals in 
num erous countries o f the developed world.
The bom global phenomenon suggests an important new challenge to 
traditional internationalization theory-.
Common characteristics o f  the bom global firm are identified according 
to previous export-related research among SMEs.
6 major trends promoting born globals’ em ergence and international 
endeav ours are: (1) the increasing role o f  niche markets; (2) recent 
advances in process technologies; (3) recent advances in 
com m unications technology ; (4) inherent advantages o f  SMEs 
(flexibility, adaptability, etc.); (5) The means o f internationalization 
much more accessible to all firms; and (6) global networks
9. M cD ougall & 
O viatt (1996)
•  To exam ine the link existing 
betw een new  venture 
perform ance and the 
internationalization o f  new 
ventures.
•  Empirical, descriptive, 2- 
year period (follow -up) 
study.
•  A fram ew ork exam ining 
changes in degree o f  
internationalization 
(percentage o f  
international sales) in 
eon junction with changes 
in strategies and their 
im plications on venture 
perform ance.
•  A sam ple o f  62 US new venture 
m anufacturers (36 o f  which were 
originally dom estic and 26 originally 
international) in the com puter and 
com m unications equipm ent 
industries during the late 1980s.
• D escriptive quantitative data and 
subgroup analysis.
•  H igher levels o f  internationalization (m easured as % o f  foreign-to-lotal 
venture sales) w ere associated with higher relative m arket share two 
years later, whereas no significant direct relationship existed betw een 
percentage o f  international sales and subsequent ROE
•  D uring the 2-year study period, many o f  the ventures clearly modified 
their level o f  internationalization.
• Increased international sales in technology-based new  ventures seem  to 
require sim ultaneous supporting strategic actions in o rder to positively 
im pact venture perform ance. Thus, successful internationalization 
appears to imply changes in the ven ture’s strategy.
10. Roberts & 
Senturia (1996)
•  An exploratory effort to 
explain the globalization 
patterns, trends, and success 
o f  em ergi ng h i gh - tech no 1 ogy 
com panies.
•  Em pirical descriptive study.
•  D evelopm ent o f  an 
integrated m odel o f 
globalization that 
com bines a cluster o f  other 
influences with elem ents 
o f  tw o traditional m odels 
o f  global expansion: (1) 
V ernon’s specific product 
cycle model; and (2) the 
more generic 
internationalisation 
process models.
•  A convenience, non-random  sam ple 
o f  19 M assachusetts-based, 
independent com panies that supply 
softw are or peripheral products for 
desktop com puting.
•  In-depth field interview s with senior 
em ployees with direct responsibility 
for international activities.
•  D escriptive and rather indicative chi- 
squared statistical analyses.
•  Unique aspects o f  one em erging high-tech industry' result in a vastly 
accelerated globalization pattern -n o t leading tow ard overseas 
production activities- that is inconsistent with traditional expansion 
models.
•  The integrated m odel, building upon V em on, insights from the generic 
internationalization m odel, external env ironmental variables and the 
internal “m anagerial internalization” process shows far better 
explanatory pow er than the traditional approaches.
• G lobalization success is m ost strongly linked to how aggressively senior 
m anagem ent allocates internal resources to developing an overseas 
business model.
• External environm ental forces also affect globalization o f  high-tech 
products and firms.
11. O viatt & 
M cD ougall (1997)
• To explore and highlight 
recent challenges to 
traditional
internationalization theories 
due to the increased 
significance o f  IN V s and the 
accelerated speed o f  their 
internationalization process.
•  C onceptual exploratory 
study.
• G eneral description o f 
existing
internationalization 
theories and their historical 
context.
•  Delineation o f  key 
research questions related 
to INVs in o rder to address 
em erging em pirical 
dilem m as and to suggest 
new  em pirical directions 
and methods.
• Research Issues: (1) the prevalence 
o f  INVs; (2) the role o f  INVs; (3) IB 
experience; (4) industry influence on 
internationalization; (5) m anaging 
international risks; (6) accelerated 
internationalization; (7) inward and 
outw ard internationalisation o f  value 
chain activities.
• The risk-averse and increm ental nature o f  internationalization described 
by traditional process theory' may inadequately explain the case o f  INVs.
• 7 research issues configure a successful program  o f  research on the 
internationalization process o f  sm all, new  ventures: (1) the prevalence 
o f  INVs, (2) the role o f  INVs (3) international business experience, (4) 
industry influences in internationalization, (5) m anaging international 
risks, (6) accelerated internationalization, and (7) inward and outw ard 
internationalization o f  value chain activities.
12. M adsen & 
Servais (1997)
•  To sum m arize the em pirical 
evidence reported about bom  
globals, to interpret this 
phenom enon at a deeper 
theoretical level by offering 
a new conceptualization o f  
the research issue, and to 
generate propositions about 
the antecedents as well as 
the necessary and sufficient 
conditions for the rise o f  
these firms.
•  L iterature review, 
conceptual descriptive study.
•  Driving forces and 
theoretical approaches o f  
the phenom enon o f  Born- 
globals.
•  Theoretical links to the U- 
M odel, the (international) 
netw ork approach, and the 
evolutionary approach.
•  A research model o f  Born- 
globals is outlined as a 
general fram ew ork for 
conducting future research 
into this phenom enon.
• The theoretical analysis carried out 
gave rise to the form ulation o f  seven 
propositions about the antecedents 
o f  born-global firms, the extension 
o f  this phenom enon, the 
international location o f  their 
activities, their sources o f  
supplem entary com petences, their 
growth requirem ents, and their 
propensity inside the national 
econom ies.
• The born-global phenom enon is not lim ited to high-tech industries 
and/or specific countries.
•  B om -globals grow in a way w hich may be m ore in accordance with 
netw orking and evolutionary' thinking.
•  The propensity and further developm ent o f  the b o m -g loba l firm is likely 
to be atYectcd by the characteristics o f  the environm ent, and those o f  the 
organization and the founder/entrepreneur, sim ultaneously.
13. Burgel & M urray 
(1998)
•  To use a large set o f  data to 
analyze the determ inants o f  
the international market 
entry choices (selling  abroad 
either by direct exporting or 
through the use o f  
distributors) m ade by start­
up com panies in h ig h - 
technology industries.
•  Em pirical, hypothesis-testing 
research.
•  Tw o predom inant foreign 
m arket entry decisions 
(direct exporting vs. 
exporting  through 
distributors) for 
technology based start-ups 
are to be a function o f  
firm -specific factors, 
product specific factors, 
and target-country specific 
factors.
• Key elem ents o f  three 
com peting 
internationalization 
theories (the stage models, 
the transaction-cost 
econom ics, and the 
organizational capability 
perspective) are 
incorporated in the 
au tho rs’ hypotheses 
construction thus form ing 
a m ultivariate approach.
• The entry decision itself, and not the 
firm, was chosen as the main unit o f  
analysis.
•  Random sam pling process stratified 
by size class and
service/m anufacturing (33 high-tech 
industries in total).
•  f in a lly , 398 export decisions were 
taken from a UK survey o f  246 
usable tech no logy-based start-ups 
with international activities.
•  Mail survey addressed to the 
m anaging directors.
•  D escriptive statistics and 
m ultivariate, regression analysis 
(three probate m odels)
• The entry m ode decision is necessarily a trade-off betw een the resources 
available and the support requirem ents o f  the customer.
•  Issues o f lh e  innovativeness o f  the technology and the historic channel 
experience o f  the firm in its dom estic m arket are particularly  strong 
determ inants o f  m ode choice. Due to “ liability o f  aliennes” firms selling 
products that incorporate innovative technology, as well as those 
approaching large target m arkets, and start-ups already using 
interm ediaries in their home m arket tend to rely more on foreign 
distributors. Direct exporting, in contrast, is chosen when m anagers 
show previous international w orking experience or when a product 
requires a significant client-specific adaptation.
• A ccording to these results, an organizational capability perspective on 
the behaviour o f  start-up com panies in high-tech sectors o tters a better 
explanation o f  the entry' decisions than either transaction-cost o r stage 
theory.
14. Barkema & 
V enneulen (1998)
•  Finns can internationalise in 
a num ber o f  ways, including 
through exports, licensing, 
and foreign direct 
investm ent (FD1). FD1 can 
be appreciated from 2 
perspectives: w hether 
ventures are set up from 
scratch or w hether they are 
acquired. This study extends 
this approach on what 
motivates the strategic 
choice to expand 
internationally through start­
ups (wholly o r partially 
owned) or acquisitions.
• Flmpirical descriptive study.
•  A framework to test the 
relationship o f  product 
diversity with 
technological capabilities. 
Also to test the 
relationship between 
firm s’ product diversity 
and their propensity to 
expand through start-ups.
•  Hypotheses on how a firm ’s 
strategic posture, in tem is o f its 
m ultinational diversity and product 
diversity, affect its propensity to 
expand internationally through start­
ups or acquisitions.
•  Sample o f 25 firms. The total 
num ber o f  these firm s’ foreign 
expansions was 829; 595 were 
acquisitions and 234 were start-ups.
• The results support the idea that learning from diversity is subject to 
organisational constraints. There is a curvilinear relationship between 
product diversity and the propensity to expand through start-ups rather 
than acquisitions. This is consistent with the idea that learning and 
capability building increase as firms expand into a v ariety o f  businesses.
•  The evidence suggests that multinational diversity and product diversity 
interact to influence choices o f  foreign entry mode.
15.Oviatt & 
McDougall (1999)
•  To design a fram ew ork in 
order to stim ulate discussion 
plus theoretical and 
empirical efforts that may 
eventually lead to a 
contemporary dynamic 
theory o f  firm 
internationalization and its 
acceleration.
•  Conceptual descriptive 
study.
• A framework for 
developing a dynamic 
theory' explaining 
accelerated international 
entrepreneurship 
(involving breadth and 
modes o f
internationalization, and 
the role o f  emerging 
businesses) is identified.
•  W hile rapidly changing 
technology is taken as the 
foundation o f  accelerated 
internationalization, 4 
other building blocks 
(political economy, 
industry conditions, firm 
effects, and the 
managem ent team ) also 
com plete this conceptual 
framework.
• Theoretical study (identification o f 
key research questions and 
propositions).
• Increasing numbers o f  new and small firms which emerge to conduct 
business across national borders are bypassing the incremental, step­
wise pattern o f  internationalizing. In addition, the speed with which they 
internationalize is accelerating.
• 10 issues regarding technological innovation, international regulation, 
opportunities for foreign growth, the prevalence o f  em erging business, 
the size and degree o f  regulatory protection o f  a country 's economy, 
industry conditions, firm effects -inc lud ing  both firm size and firm 
strategy-, and the role played by the m anagem ent team are hypothesized 
to be increasing in relative im portance to tacit managerial knowledge o f 
foreign markets (U -M odel) as determ inants o f  the speed, breadth, and 
mode o f internationalization, and the role o f  em erging firms.
• However, the difficulty o f  dev ising a rich yet parsim onious theory that 
explains accelerated firm internationalization is still significant.
16. Liesch & Knight 
(1999)
•  To investigate the role o f  
inform ation in the 
internationalisation o f  
SM Es.
•  C onceptual descriptive 
study.
•  Inform ation internalisation 
is antecedent to SM E 
internationalisation and is 
being  facilitated 
increasingly by recent 
im portant trends.
•  The research context is 
form ed by the interface 
betw een the firm and the 
market.
•  Propositions on inform ation 
internalisation em phasizing hurdle 
rate theory for ascertaining the 
acceptability o f  firm s’ 
internationalisation projects.
•  M uch SM E internationalization today is likely to be the result o f  
decreasing transactions costs which perm it to expansion abroad in more 
“non-traditional” ways.
•  SM E internationalisation via inform ation internalization and reliance on 
conventional external m arkets is likely to be a grow ing phenom enon, 
and worthy o f  further inquiry.
1 7 .Jo n e s (1999) •  To review the perceptions o f  
a sm all sam ple o f  high- 
technology UK firms 
operating in overseas 
m arkets.
• Em pirical descriptive.
•  Survey. •  Q uestionnaire mailed to 41 firms, 
selected from the W inners o f  the 
Q ueen’s award for Technological 
A chievem ent.
• A total o f  24 usable questionnaires 
were selected.
•  Tw o testable hypotheses w ere formulated:
•  There arc no significant differences betw een high-technology firms 
operating particular international m arket-servicing strategies in relation 
to their perceived perform ance in overseas m arkets;
•  There are no significant differences betw een high-technology firms 
operating particular international m arket-servicing strategies in relation 
to their perceived com petitiveness in overseas m arkets.
• Both hypotheses could not be fully rejected in the course o f  the study.
18. K night (2000) •  To investigate the 
interrelationships o f  
entrepreneurial orientation, 
m arketing strategy, tactics 
and firm perform ance am ong 
SM Es affected by 
globalization.
•  Em pirical, hypothesis-testing 
research.
•  A theoretical background 
is provided on theory' o f  
entrepreneurial orientation, 
m arketing strategy, tactics, 
and their linkage to 
perform ance.
•  A theoretical model and 
hypothesized relationships 
are built to anticipate the 
effect o f  entrepreneurial 
orientation (culture) on 
perform ance in the 
m oderating context o f  
globalization and through 
the m ediating influences o f  
m arketing strategy and 
tactics.
•  268 random ly chosen, usable 
m anufacturers in highly global 
industries reflecting electronic and 
electrical equipm ent, textile mill 
products, apparel, and related 
products.
•  Mail surv ey (to the CEOs).
• Construct validity and reliability 
(L1SREL) analyses.
•  G lobalization 's effect is tested 
through subgroup analysis, which 
splits the sam ple into high/low 
globalization groups.
•  Results indicate that am ong small firms that perceive h igher levels o f  
globalization: (1) Entrepreneurial orientation is associated with the 
developm ent o f  a quality leadership; (2) G lobalization response; and (3) 
Internationalization preparation, are positively associated with corporate 
perform ance.
• Thus, in general, SM Es strongly affected by globalization tend to put 
greater em phasis on acquiring technology, on responding to 
internationalization, and on preparing in advance before entering foreign 
markets as im portant m anagerial tactics in dealing with the forces o f 
globalization.
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19. A utio & 
Sapienza (2000)
•  To exam ine the dom ain and 
the explanatory validity o f  
tw o currently  seen as 
com peting views o f  the 
internationalization 
processes o f  SMEs.
•  Empirical, hypothesis-testing 
research.
•  Process Theory o f 
Internationalization (PTI)
•  N ew  V enture 
Internationalization 
Theory (NVIT),
•  Sim ilarities and 
differences betw een these 
two view's help the authors 
define their respective 
dom ain boundaries and 
derive testable hypotheses 
accordingly.
20. M adsen, 
Rasm ussan & 
Servais (2000)
•  To provide new  em pirical 
evidence, com ing from the 
Danish case, about the 
structure and behaviour o f  
bom  globals (products/ 
m arkets/com petition, 
geographical m arkets served, 
and their choice o f  entry 
m odes as well as control o f  
m arketing activities) in 
com parison with o ther ty pes 
o f  exporters.
•  Em pirical, hypothesis-testing 
research.
•  B rief description o f  the 
main driving forces behind 
the recent rise o f  born 
g lobals based upon o ther 
au tho rs ' contributions.
•  Born global firms are 
expected to be different in 
term s o f  their degree o f  
specialization and niche 
orientation, o f  the 
geographical m arkets they 
choose to enter first in, and 
o f  their choice o f  entry 
m odes into foreign 
m arkets as well as control 
over m arketing practices.
On
Methodology Key Research 
Findings
230 technologs-intensive new 
British firms operating in 17 
d ifferent industry' sectors m et sam ple 
selection criteria.
Mail survey.
D ifferent sub-sections o f  the 
em pirical sam ple according to the 
internationalization stage o f  each 
firm.
H ierarchical regression analyses.
The two m odels (N V IT and PT1) should be seen as com plem entary 
rather than com peting, because both em phasize learning and path- 
dependencies on the international grow th o f  SM Es.
The N V IT  may be better suited to explain the early internationalization 
patterns o f  technology-intensive new firms, w hereas the PTI m ight be 
better suited to explain internationalization patterns in more advanced 
stages.
Salience o f  the know ledge-based view  in understanding international 
growth and developm ent patterns o f  technology-intensive new firms.
A valid sam ple o f  272 
m anufacturing Danish SM Es 
(betw een 10-499 em ployees) with 
foreign sales is used.
Mail survey addressed to the CEO.
47 out o f  the 272 firms were 
categorized as born-globals 
according to several standard 
operational criteria and then 
com pared against o ther three types 
o f  exporters (experim ental exporters, 
traditional exporters, and 
international firms).
Frequencies analysis and descriptive 
statistics looking for statistically 
significant differences are used.
Typical Danish bom  globals tend to be quite small and most operate in 
non-high tech industries.
The group o f  bom globals is m uch younger than the other exporters. 
They have started exporting right aw ay and show  very extensive foreign 
activity  quicker; thus, they do not follow' a traditional slow  and gradual 
pattern in their internationalization process.
B om  globals show a unique profile com pared with all o ther groups o f  
exporters with regard to different (actors. They seem to target a narrow  
custom er group which m ay be located in many different geographical 
places and they build up sales and m arketing netw orks with external 
partners.
The born-globals resem ble international firms much m ore than they 
resem ble experim ental and traditional exporters in term s o f  their 
production m ethods, geographical scope, the use o f  interm ediaries 
abroad, and their proactive and global behaviour.
21. Servais & 
Rasm ussen (2000)
•  To explore som e o f  the main 
characteristics previously 
reported about born-globals 
and to relate these findings 
to taxonom y o f  born-globals 
and factors facilitating 
different types o f  these firms 
using data from a survey in 
Denm ark.
•  Empirical, causal study with 
a longitudinal approach.
•  Review  o f  external driving 
forces as preconditions for 
the rise o f  born-globals.
•  A lthough com prehensive 
theoretical explanations o f  
the phenom enon o f  born- 
globals are still lacking, 
evolutionary econom ic 
thinking (and even part o f  
the original logic behind 
the stages m odels) as well 
as the network approach to 
internationalization (both 
local and global networks), 
and the possible links 
existing am ong them selves 
are the chosen fram ew orks 
to understand and explain 
this phenom enon.
•  144 small and highly export 
involved Danish born-globals 
located in several industries o f  
which 22 participated in a case- 
approach interview and 77 answered 
a questionnaire.
•  Selection o f  firms was based upon 
an earlier survey study and upon o n ­
going collection o f  data in Denmark.
•  Sam ple split into four groups o f  
born-globals (young and big, young 
and sm all, old and small, and old 
and big) in terms o f  its year o f 
foundation and the num ber o f  
em ployees, and then system atically 
com pared on different factors by 
means o f  frequencies analysis and 
corroborating descriptive data.
•  B om -globalness indeed const itutes a m anifest category' o f  the 
internationalization process o f  SM Es.
•  N etw orks, both on the local and on the global m arkets, are im portant for 
the m ajority o f  these firms.
• Some o f  the results o f  the Export channels used by the Bom G lobals 
show accordance w ith the gradual approach. M any o f  them are very 
export oriented firms that rely on the use o f  agents and direct sales to 
end users.
• Alm ost all firms, and especially the young ones, did start in the group 
they are placed in 1996 (sm all or big), m eaning that they seem ed to find 
their right size from the foundation. W ith a lew exceptions, these Danish 
born-g lobals were not grow ing m easured in the num ber o f  em ployees 
and had absolutely no intention o f  doing so.
• In terms o f  their international vs. global condition, young born globals 
are more oriented tow ards the international (European) m arkets than 
o lder ones, but no difference is found between the large and small young 
firms in their orientation tow ards European or global markets.
22. A utio, Sapienza 
& A lm eida (2000)
•  To shed light on the effect o f  
w hen in its developm ent a  
firm first goes international 
and the rate o f  its subsequent 
international grow th by 
focusing on the strategic 
im plications o f  age at entry, 
know ledge intensity, and 
im itability on international 
sales grow th in 
entrepreneurial firms.
• Q uantitative, hypothesis- 
testing em pirical research 
with panel data.
•  Fram ew ork based in 
know ledge and learning to 
exam ine the effects o f  a 
firm age at first 
international sales, its 
know ledge intensity, and 
the im itability o f  its core 
technology on its 
subsequent international 
growth.
•  H ypotheses to test the 
learning effects o f  age at 
entry, the effects o f  
know ledge intensity, and 
the effects o f  im itability on 
the firm 's  grow th in 
international sales.
•  Panel data on international sales 
over five years for 59 responding 
entrepreneurial, privately-held small 
firms in a rapidly grow ing, high-tech 
Finnish m arket (electronics 
industry).
• Data were collected via mailed 
surveys (1993) and follow-up 
telephone interview's were carried 
out in 1997.
•  3 regression m odels were used for 
hypothesis-testing.
•  M edian age at first international entry w as 4 years, where 20%  o f  the 
sam ple firms initiating international sales during their first year o f 
operation. On the average, these firms grew  at a com pound annual rate 
o f  31% in international sales (1992-1997).
•  Earlier initiation o f  internationalization and greater know ledge intensity 
are associated with faster international growth. Thus early pursuit o f 
international opportunity induces greater entrepreneurial behaviour and 
confers a grow th advantage.
• Contrary’ to expectations, firms with more im itable technologies also 
grew; faster, thus questioning current views o f  the role o f  im itability in 
international growth.
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23. Zahra, Ireland & 
Hitt (2000)
•  To exam ine the elTects o f  
international expansion, as 
measured by international 
diversity and mode o f  
market entry, on a new 
venture’s technological 
learning and the effects o f  
such learning on its financial 
performance.
•  Empirical, hypothesis-testing 
study.
•  From a knowledge and 
learning based perspective, 
a conceptual model 
integrating several 
hypotheses is outlined 
which highlights the 
effects o f  new ventures 
firm s’ international 
expansion activities on 
their technological 
learning and the 
implications o f  knowledge 
integration for 
technological learning 
gained through 
international expansion.
•  321 independent and corporate INVs 
from 12 high-tech, US sectors
• Data obtained from a com bination o f 
two-wave mail survey (1993), 
secondary sources, archival data, 
and phone/e-m ails contacts with 
firms and trade associations.
• In 103 firms, respondents included 
more than 1 key m anager/executive.
•  This study adds to knowledge not only o f  international diversity and 
entry modes and their effects on perform ance and learning, but also to 
know ledge about new ventures. M ore specifically, data are provided on 
the (technological) learning that occurred inside them.
•  International diversity and high-control entry modes indeed increase 
technological learning. In turn, this new technological knowledge 
internally created has a positive effect on firm perform ance (ROE and 
sales growlh).
•  International diversity and mode o f  entry have a positive, direct effect 
on new venture’s perform ance, in addition to their more indirect effect 
o f  increasing technological validity o f  the data were tested.
•  Descriptive statistics and several multivariate regression analyses.
24. Bell & 
M cNaughton (2000)
•  This study is aimed to clarify 
the challenge that the 
grow ing em ergence o f  born 
global (know ledge/service­
intensive or knowledge- 
based) firms represent to 
public policy in support o f 
SME internationalization. 
Thus, new policy directions 
and recom m endations in 
support o f  these firms are 
provided and widely 
justified.
•  Conceptual exploratory 
study.
•  Derived from a review and 
synthesis o f  the literature, 
an eclectic, normative 
model o f  small firm 
internationalization is 
formally presented that 
seeks to integrate the 
diverse pathways smaller 
firms may take during 
their internationalization 
process.
•  This model is developed 
around five key issues: 
external and internal 
environment, m anagers' 
mental model, state o f  
internationalization, and 
knowledge as a source o f  
com petitive advantage.
•  Also, recent trends that 
have led to the emergence 
o f  born-globals are 
reviewed.
•  Literature review •  M ajor differences in internationalization (process) behaviour, in terms 
o f  motivation to internationalize, international objectives, international 
expansion patterns, pace, method o f  distribution/entry' modes, and 
international strategies, exist between traditional firms and born global 
(knowledge-Zservice-intensive or know ledge-based) firms.
•  However, the current activities o f  most o f  the national export promotion 
organizations (EPOs) rather focus on the needs o f  traditional firms as 
they are configured to support an incremental internationalization 
process.
•  The more rapid pace o f  internationalization am ong born globals presents 
a m ajor challenge to EPOs, not only in terms o f  providing assistance in
a timely manner, but also in respect to the nature o f  the support 
provided.
•  As a consequence o f  the above, public policy for small firm 
internationalization requires fundamental reconsideration in order to 
better address the specific support needs o f  born global firms.
25. M cDougall & 
Oviatt. (2000)
•  To reflect the frequent 
intersection o f  international 
business and 
entrepreneurship.
•  To reflect the developing 
worldwide academ ic interest 
in this topic.
•  Conceptual descriptive.
•  Com m ents on the 
evaluation o f  subm issions 
for the special research 
forum on international 
entrepreneurship.
•  Eighty one authors from 21 different 
countries submitted a total o f  34 
articles in the forum.
• Reviewers from 11 different 
eountries guided the review process.
• International business researchers cannot afford to ignore the growing 
pow er o f entrepreneurial lin n s in international com petition, nor can 
entrepreneurship researchers ignore the internationalization o f  the 
m arketplace.
• Although international entrepreneurship is still without a unifying and 
clear theoretical and methodological direction, the articles in this special 
research forum bode well for its future.
26. W ickram asekera 
& Bamberrv (2001)
• This study is aimed to 
ascertain i f  the phenom enon 
o f  bom -global firms exists 
within the Australian SMEs 
wine industry, the factors 
associated with being a born 
global, and the challenges 
this poses to traditional 
“stage” theories and the 
increm ental, sequential 
approach to 
internationalization.
•  Empirical, descriptive 
research.
•  An overview o f  existing 
export behaviour theories 
and o f  previous research 
into born-globals 
implicitly delineates the 
theoretical fram ework and 
key research issues o f  this 
study.
•  Mail survey o f  a successful regional 
industry composed o f  a “ raw” 
sam ple o f  292 SM Es Australian 
winemakers.
• Questionnaires were targeted at the 
m arketing manager o f  each winery 
or the person regarded as being 
responsible for the firm 's decision 
w hether or not to export.
• 8 semi-structured interviews with 
winery managers.
• Frequencies analysis, mean-test and 
qualitative description.
• The phenom enon o f  “bom  globalness” is not confined to the high 
technology firms as it also extends to regional firms such Australian 
wineries.
• The acceleration in internationalization is brought about by m anagem ent 
experience in the industry', international market knowledge, overseas 
contacts (networks), coupled with m anagem ent com m itm ent.
•  This phenom enon provides in fact an additional support for stage 
models only when examined in conjunction with networks as an 
explanatory variable o f  internationalization, and when other 
m anagem ent factors are also taken into consideration
27. Aspelund and 
M oen (2001)
• A com parison o f three 
different generations o f  
N orw egian exporters to 
investigate w hether 
differences (in terms o f 
export behaviour and export 
perform ance antecedents) 
exist between exporting 
SM Es based upon the time 
period within which they 
were established.
•  Empirical descriptive study.
• The conceptual basis lies 
on the Aaby & S later’s 
(1989) model for assessing 
export perform ance, 
supported with a general 
discussion o f  the recent 
trends facilitating the 
em ergence o f  flexible 
specialists and bom -global 
exporters vs. mass 
producers.
•  2 research questions, in the 
form of general (implicit) 
hypotheses, are inquired.
• Mail survey o f  213 valid Norwegian 
small -but devoted exporting lirms.
• Sam pling firms were then clustered 
into 3 groups (traditional exporters, 
flexible specialists, and bom 
globals) according to their age.
•  Comparison analysis along the 
selected categories (one-way 
analysis o f  variance).
•  13 regression analyses are used to 
test whether firms o f  different age 
had different export perform ance
• Results revealed statistically significant distinguishing features between 
the various generations o f  exporters. A firm ’s export behaviour and 
perform ance are partly contingent on the year o f  establishm ent (firm 
age), resulting in system atic differences between these generations o f 
exporting linns.
• The speed o f  the internationalization has increased for the recently 
established firms.
•  Key factors for the Bom  G lobals (those firms which just a few years 
a lter establishm ent achieve considerable sales in a num ber o f  export 
markets) w ere found to be technological com petitive advantage, niche 
focused export strategy, and widespread use o f  IT  com bined with 40 
antecedents, strong consum er orientation.
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28. Rasm ussan, 
M adsen & 
Evangelista (2001)
•  To see how  the founder o f  a 
born global has reduced the 
‘equivocality’ in relation to 
others, specially 
international actors, through 
tw o m ajor activities in the 
founding process: se n se- 
m aking through enactm ent 
and netw orking.
•  Em pirical, case-oriented 
qualitative study with data 
from Danish and Australian 
bom  global firms.
•  Past research on the born 
g lobal firm s m ostly 
focusing on theoretical and 
em pirical research 
conducted in Denm ark and 
A ustralia, the two 
geographies o f  th is study.
•  Based upon these 
antecedents, and focusing 
on the founder and his/her 
interaction with the 
environm ent (the founding 
process itself), an initial 
and revised research model 
o f  the bom  global firm is 
developed stressing two 
connected processes and 
their characteristics: sense 
m aking and networking.
•  Interview s conducted in Denm ark 
and A ustralia allow  the authors to 
develop the 5 case studies o f  this 
research (three o f  the eases refer to 
Danish born globals and the two 
other to A ustralian ones).
•  Each case is individually analyzed 
first, and then com pared with the 
others looking at some com m on 
patterns, in term s o f  com pany 
inform ation, the founders’ 
background, the founding process 
(sense m aking, netw orking, and 
internationalization), and 
notes/analysis.
•  From these 5 case studies it can be seen that internationalization was not 
a strategic objective for the founders in the founding process, but 
som ething that was necessary if  they founded this or that type o f  firm. 
T hus, o ther reasons than finding a  highly international com pany 
capitalized the founding decision, though the high degree o f  
internationalization follow ed in all cases.
•  The process o f  sense m aking can hold disparate elem ents together and 
create action. However, the existence o f  a netw ork at the founding o f  the 
bom -global w as not as im portant as expected, thus im plying that it is 
possible to found a new, highly international firm from the ground with 
ju st a good idea, som e experience, and without any previous netw ork o f  
the founder being involved.
•  The born-global issue must be studied in the context o f  the degree o f  
internationalization in the actual industry.
29. Lari mo (2001) •  To add new  inform ation for 
understanding S M E ’s 
internationalization, 
especially  that o f  bom  global 
type com panies. This goal is 
achieved by review ing the 
m ain features o f  the Nordic 
m odels o f
internationalization, and then 
by checking their fit to the 
o f  born globals in term s o f  
their developm ent o f  
product, m arkets, operation 
strategies and success factors 
in foreign m arkets.
•  Em pirical descriptive case- 
study approach o f  two born- 
globals.
•  N ordic internationalization 
m odels: the Uppsala 
M odel developed by 
Johanson & V ahlne and 
the POM  model by 
Loustarinen.
•  Characteristics and reasons 
for the existence o f  bom - 
global firms, conditions 
giving rise to them , and 
com m on features o f  this 
type o f  firms are built 
upon previous research 
efforts m ade by several 
authors in different 
contexts.
•  2 selected cases o f  Finnish bom 
globals are com paratively analyzed 
with respect to the background and 
developm ent o f  the com pany, sales 
object, m arket and operation 
strategies, netw orks, m arket and 
com petition, and finally recent and 
future prospects o f  each case 
com pany.
•  The data for the two eases are based 
on those received during earlier 
projects led by the author, annual 
reports and o ther interim material, 
and interviews with an inform ant 
m anager (in the first case firm) and 
with the m arketing m anager (in the 
second one).
•  The 2 born-globals cases behaved in their sales object, market, and 
operation mode strategies according to an evolutionary fram ew ork (the 
N ordic internationalization m odels). However, the initiation o f 
exporting from the establishm ent, and the expansion related to market 
and operation strategies w ere extrem ely rapid processes.
•  Fast decision-m aking helped these tw o firms react fast and be more 
w illing to take greater risks. A lso, com m on elem ents to both com panies 
are: 1) being focused on a niche m arket and on their core com petence 
areas; 2) strong m arket com m itm ent; and, 3) international outlook by the 
m anagem ent.
•  SM Es can internationalize their operations very rapidly and 
sim ultaneously be profitable when com peting against M NEs. Value 
creation and flexibility in the form o f  high quality; technological 
innovativeness; netw orking and close custom er relationships seem  to be 
critical.
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30. P e n g (2001) •  To docum ent the extent to 
w hich the resource-based 
view  (R B V ) has diffused to 
international business (IB) 
research.
•  To explain the rationale 
behind such diffusion.
•  To provide a state-of-the-art 
review' o f  the substantive 
w ork through a proposed 
organizing fram ew ork.
•  C onceptual, exploratory 
study.
•  Literature review •  A citation based approach is used to 
docum ent the extent to which the 
RBV has penetrated IB research.
•  Focusing on articles in leading 
journals which cited two key RBV 
papers, Barney (1991) and/or 
W em erfelt (1984), during 1991 
through 2000.
•  D iscussion o f  the im plications o f  the diffusion o f  RB V  from strategy to 
IB in the intellectual m arketplace, with an em phasis on future research 
directions.
•  Em ergence o f  a com prehensive resource-based theory o f  the 
international enterprise approaches a paradigm  status.
31. M oen (2002) •  To develop further 
understanding o f  the born 
global/fN V  phenom enon by- 
studying the differences 
existing betw een born- 
globals and those exporting  
firms not classified as bom - 
globals in term s o f  
com petitive advantages, 
export strategy, global 
orientation, and 
environm ental situation.
•  Em pirical, descriptive study 
com paring small firms in 2 
European countries.
•  The basic research 
questions are framed in 
term s o f  the factors 
postulated in the Aaby & 
S la te r 's  m odel o f export 
perform ance, past 
evidence o f  born­
globalness, factors 
triggering it, and  several 
reasons ju stify ing  the 
im portance o f  this 
increasing phenom enon: 
firm s that engage in 
significant international 
activity a short tim e after 
being founded.
•  A valid sam ple o f  335 N orwegian 
and 70 French random ly selected 
firms with few er than 250 
em ployees, classified as exporters 
and m anufacturers.
•  M ail survey - top level managers.
•  Com panies in both countries were 
assigned into 4 groups according to 
their export-to-sales ratio and year o f  
foundation (old and local, old and 
global, new and local, and new and 
global o r born-global).
•  C om parative descriptive, one-way 
analysis o f  variance and Bonferroni 
tests.
• A substantial num ber o f  new ly established exporting firms are born- 
globals. These firms have a significant international involvem ent shortly 
after establishm ent.
•  In terms o f  international orientation, export strategy', com petitive 
advantage and market situation, newly established global firms (born- 
globals) have sim ilar characteristics to old, global firms, while “new and 
local" firms are sim ilar to “old and local firms".
•  The “destiny” o f  the firm seem s to be determ ined at the foundation 
juncture (the firm is likely to rem ain either a high-involvem ent exporter 
o r a low -scale exporter).
•  The decision m aker’s global orientation and the m arket conditions are 
im portant factors, explaining why som e firms are born-globals, while 
others tire new -locals.
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32. Zahra & George 
(2002)
•  To analyze the concept o f  IE 
and its theoretical dom ain, to 
review past empirical work 
on IF. and analyze its 
theoretical foundations 
(synthesis o f  key factors 
believed to influence IE), to 
design a new integrative 
framework o f  IE, and to 
address future research in 
this field.
•  Literature review', 
conceptual, exploratory' 
study including a future 
research agenda.
•  In the third section o f  this 
work, a theoretical 
framework o f  International 
Entrepreneurship is 
presented that connects its 
antecedents (firm 
resources and top 
m anagem ent team 
characteristics), types o f 
IE activities (extend, 
speed, and scope o f  a 
firm ’s international 
operations), and IE 
outcom es (both financial 
and non-financial), 
together with other 
strategic and
environm ental factors that 
might affect the payoff 
from IE.
33. M cDougall, 
Oviatt & Shrader 
(2003)
• W hile previous research has 
yielded a rich view o f  
characteristics com m on to 
INVs and provided 
generaliazable insights into 
differences between INVs 
and Domestic N ew  Ventures 
(D NVs) the purpose o f  this 
study is to examine such 
differences.
•  Empirical, descriptive study.
I
•  The entrepreneurial team 
o f  INVs have higher levels 
o f  experience than DNVs 
(international, industry, 
marketing, technical, prior 
start-up, strategic 
aggressiveness).
•  DNVs place greater 
em phasis on low cost.
•  INVs place more emphasis 
on innovative 
differentiation, quality, 
services, marketing, focus 
strategies.
•  INVs operate in: large 
num ber o f  channels o f 
distribution, more globally 
integrated industries, 
industries that have higher 
levels o f  technological 
change, industries with 
higher competitive 
intensity, than DNVs.
L_
M ethodo logy Key R e s e a r c h  
I-''hidings
•  N/'A
• This study exam ines entrepreneurial 
team experience, strategy, and 
industrial factors related to new 
venture internationalization using a 
sample o f  214 Initial Public 
Offerings (IPO) new ventures 
(ventures 6 years old or less) o f  all 
U.S. based companies that were 
founded between 1983 and 1988.
•  127 DNVs and 87 INVs with an 
average size o f  the venture (number 
o f  em ployees 6 years after the 
founding o f  the venture) o f  500 
employees.
• The analytical technique used was 
Logistic Regression.
IE does a young but growing, interesting, and im portant research stream 
that com prise both IE activities o f  new ventures and established 
companies. It offers great opportunities to em ploy and integrate theories 
from m ultiple disciplines thus enriching the developm ent o f  theory' and 
im plications for practicing managers.
The definition and domain o f  the field o f  IE is clearly expanded from 
this study.
Past research is exhaustively reviewed to identify and consolidate 
factors that may affect IE.
An integrative framework that links factors affecting IE and their 
outcom es is advanced and outlined. The proposed model makes an 
integrative use o f  theories from IB, global strategy, strategic 
management, and also entrepreneurship.
Specific directions and suggestions for the future scholarly pursuit o f  IF. 
is provided, mainly in terms o f  the IE process, the context o f  IE, and 
post internationalization processes and outcomes.
There were significant differences between the venture type in 
entrepreneurial team experience, strategies, and industrial 
characteristics.
Variables that were significant included: international experience, 
industry experience, technical experience, aggressiveness, product 
innovation, quality, service, m arketing, channels o f  distribution and 
global integration.
Technical experience was significant, but in the opposite direction from 
what was hypothesized.
34 .C ov ie lio  & Jones 
(2004)
•  To review and assess the 
m ethodological aspects o f  
the IE literature in order to 
offer insight as to the 'sta te  
o f  the a rt' o f  IE m ethods and 
discuss the im plications for 
future developm ent o f  the 
field.
•  C onceptual exploratory 
study.
•  L iterature review •  Review  o f 55 IE articles.
•  Review focused on the methodology 
em ployed. This was assessed in 
relation to 4 categories: (1) Time 
frame and context issues: fieldwork 
tim e frame, geographic focus, 
industry- scope, firm size, and firm 
age. (2) Sam ple issues: unit o f  
analysis, sam pling design, sam ple 
criteria, sam ple size, and key 
inform ant. (3) Data collection and 
analysis issues: approach to data 
collection and analytical approach. 
(4) Cross-national equivalence 
issues: sam ple equivalence, 
instrum ent equivalence and data 
analysis equivalence.
• The field is rich in many dim ensions, and in a relatively short period o f  
tim e, an identifiable niche o f  IE research has been created.
•  IE researchers need to address their m ethodological decisions with 
greater coherency and thoroughness.
3 5 . Johnson (2004) •  To identify firm -specific 
success factors for small 
high technology 
international start-ups.
•  Em pirical, descriptive study.
•  International start-ups are 
influenced by internal, 
external and facilitating 
factors.
•  Q ualitative m ethods: 12 in-depth 
personal interviews.
• Q uantitative m ethods: Mail survey 
o f  600 early-internationalizing high 
technology firms in the UK and 600 
com parable US Firms.
•  The key factors influencing UK and US small high technology 
international start-ups are:
•  International vision o f  the founders
• Their desire to be international m arket leaders
•  The identification o f  specific international opportunities
•  Possession o f  international contaets and sales leads
36. Jantunen, A.. 
Puum alainen, K, 
Saarenketo, S., 
K ylaheiko, K. 
(2005)
• To explore the effect o f  an 
entrepreneurial orientation 
and a firm ’s reconfiguring 
capabilities on international 
perform ance.
• Em pirical, descriptive study.
•  Dependent variable: 
international perform ance
• Independent variable: 
entrepreneurial orientation, 
reconfiguring capabilities.
• Survey Data from 217 
m anufacturing and service 
organizations.
•  th e  em pirical data used in this study 
is drawn from a dataset collected in 
spring 2004 using a structured mail 
questionnaire.
•  Single key informants.
•  Findings indicate that a firm 's entrepreneurial orientation and 
reconfiguring capabilities have an effect on its international 
perform ance and provide em pirical support for the dynam ic capability 
view o f the firm.
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37. Jones & Coviello 
(2005)
•  To present a three-stage 
process o f  conceptual 
developm ent in response to 
the call for a unifying 
direction for research in the 
em ergent field o f  IE.
•  Drawing on classic 
approaches to 
internationalisation, the 
paper develops 3 potential 
m odels o f
internationalisation as time- 
based process o f  
entrepreneurial behaviour.
•  Exploratory, conceptual 
study.
•  Simple model o f  the 
entrepreneurial process.
•  Simple model o f  
internationalisation 
process.
•  General model o f 
entrepreneurial 
international isation 
process: entrepreneur, 
firm, internationalisation 
behaviour, firm 
perform ance indicators, 
cyclical efleet o f  time and 
feedback loop.
•  To develop a unifying direction for 
international entrepreneurship, it is 
essential to first understand the basic 
com m onalities o f  the international 
and entrepreneurship literature.
•  Then, an evolutionary process o f  
conceptual developm ent is more 
helpful, m oving from  the sim ple to 
the general to the precise.
•  ITie paper develops 3 potential models o f  internationalisation as a time- 
based process o f entrepreneurship behav iour.
38. Oviatt & 
M cDougall (2005)
• To provide a reformulated 
definition o f  international 
entrepreneurship consistent 
with a new definition.
• Exploratory, conceptual 
study.
• Theoretical base for the 
study o f  international new 
ventures
• The model begins with an 
entrepreneurial opportunity and 
depicts the enabling forces o f  
technology, the motivating forces o f  
com petition, the mediating 
perceptions o f  entrepreneurs, and the 
m oderating forces o f  knowledge and 
networks that collectively determ ine 
the speed o f  internationalization
• The model shows that
•  the speed o f  entrepreneurial internationalization is determ ined by four 
types o f  forces:
• (1) enabling,
• (2) motivating force o f  com petition
• (3) mediating, and
• (4) moderating
39. Acedo & Florin 
(2006)
• Develop a model integrating 
individual-level and firm- 
level characteristics to 
provide an entrepreneurial 
cognition perspective on the 
internationalization o f  small 
and medium size ventures.
•  Contribute to the 
understanding o f  why some 
leaders o f  SM Es identify and 
pursue international 
expansion opportunities 
while others don’t.
•  Empirical, descriptive study.
•  Both firm level and 
individual level 
characteristics indirectly 
influence a firm ’s 
international expansion 
through the entrepreneur’s 
perception o f  risk 
associated with 
international expansion 
strategies.
•  Find support for the 
proposed model using 
SEM  (partial least squares) 
that allow for the 
developm ent and testing o f 
com plex frameworks.
•  The model proposed integrates two 
levels o f  analysis: (a) the firm level 
resource and knowledge assets that 
support an international expansion 
strategy, and (b) the international 
orientations o f  the individual that 
drives it.
•  Structured interviews and 
questionnaires to the top 
m anager/owner.
•  Obtained sample: 104 firms.
•  Sample o f  Spanish ventures SEM.
• The paper offers a complex theoretical model o f  what may be one o f  the 
most im portant strategic actions in a venture’s growth potential.
•  The focus on the individual, and the integration o f  general attitudes with 
those specific to the international context, provides a rich explanation o f 
the central role played by the entrepreneur’s cognitive dimensions.
•  Results show the central role played by the entrepreneur’s risk 
perception o f  international expansion as a potential m ediator or 
m oderator o f  both individual level and firm level determ inants o f 
international entrepreneurial behaviour.
40. Covicllo  (2006) •  The purpose o f  this study is 
to assess the netw ork 
dynam ics o f  IN V s on the 
1NV netw orks rather than the 
1NV p er  se.
•  Em pirical descriptive study.
• D raw ing the concepts o f  
structure and interaction 
together, networks can be 
characterized by 
dim ensions that portray:
(1) what the netw ork looks 
like (structure); and (2) 
w ho is involved, how they 
are related and so on 
(interactions). 
C onsequently, a sensible 
and com plete network 
analysis w ould incorporate 
both types o f  network 
d im ension in a tim e-based 
manner.
• T his study positions the netw ork as a 
dependent variable.
•  This study follow s G ranovetter 
(1973) by concentrating on the 
developm ental sequence o f  netw orks 
over time.
•  Data collection involved a series o f 
inductive interviews at each site.
•  Each case had 3 m atrices (Stages 1,
II and III) w here, ultim ately, the 
network in Stage III enveloped that 
o f  Stages 1 and 11.
• To build the network matrices, 
spreadsheets w ere created using 
UC1NET 6 software.
•  The authors develop seven em pirically based propositions for future 
investigation
•  O verall, the results suggest that, although a  sm all dense netw ork is 
perhaps beneficial at the conception stage in order to generate initial 
resources from trusted sources, the overall changes in netw ork structure 
lead to an increase in social capital for the INV.
41. C oviello & Cox 
(2006)
•  The purpose o f  this research 
is to develop an 
understanding o f  the 
resource dynam ics o f  INV 
netw orks. This is 
accom plished by 
investigating the w ays a 
netw ork facilitates INV 
resource developm ent and 
generates social capital from 
conception through to 
grow th, including 
internationalization.
•  The focus is on exam ining 
the resource characteristics 
o f  INV netw orks and the 
patterns o f  resource change 
over time.
•  Em pirical, descriptive study.
Few studies have em pirically 
explored RBV and very’ lew 
studies integrate both 
resource and netw ork issues 
in the context o f  the INV—  
an organizational form found 
to be different from other new 
ventures in a num ber o f  ways: 
(1) conception, (2) 
com m ercialization and (3) 
growth stages o f  vent ure 
developm ent.
• Resource classification at two levels: 
(1) resources com m only discussed in 
the entrepreneurship literature: 
physical, hum an, financial and 
organizational capital. (2) Social 
capital to encom pass the variety o f  
resources accessible through the 
network.
• Case research.
•  Data w ere collected from three 
organizations in New  Zealand.
•  Selection criteria: start-up firms 
serving international m arkets, and 
sim ilar in size and age (less than ten 
em ployees, less than six years o f  
age, and had entered their foreign 
m arket within three years o f  
conception.
•  C ontent analysis o f  the case data suggests that for all three INVs, Stage 1 
is characterized by the developm ent o f  internal know ledge, system s and 
structures (i.e. organizational capital). The com m ercialization phase o f  
S tage II was dom inated by human capital. The results for Stage III are 
slightly m ore idiosyncratic in the organizational capital flows.
•  The INVs dem onstrated netw orks dom inated by either m obilization or 
acquisition tlows in Stage I (conception). A cquisition flows w ere most 
evident during com m ercialization (Stage II), w hile developm ental 
and/or m obilization tlow s characterized growth (Stage III).
•  The results suggest that resource generation is identifiable at conception.
•  With respect to flow nature, the results show that a key function o f  the 
INV network is the transfer o f  new resources into the firm through 
acquisition or m obilization. This supports the suggestion o f  Bcrgm ann 
L ichtenstein and Bmsh (2001) that the netw ork itself operates as an 
instrum ental resource.
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Vrticlc Objective Framework
Author/s ( Vear)
42. Freem an & 
Cavusgil (2007)
•  The authors advance som e 
theoretical explanations 
regarding the behaviour o f  
these firms integrating the 
netw ork perspective and 
resource-based view in 
international 
entrepreneurship.
•  C ausal, em pirical study.
C onstructs: (1) environm ent 
(internal and external entry' 
forces); (2) 
internationalisation 
(attitudinal dim ension); (3) 
entrepreneurial capabilities;
(4) capability  o f  the network;
(5) strategic partnership.
43. Fan & Phan 
(2007)
•  To exam ine the pattern o f  
entry into international 
m arkets for a set o f  INVs, 
and show  that such firms 
need not be as distinct as 
previous research has 
portrayed them.
•  In particular, the decision for 
a new venture to 
internationalise at inception 
is influenced by the size o f  
its hom e m arket and by its 
production capacity, as well 
as by the econom ic forces.
•  D escriptive, em pirical study.
The mode! used in this study 
is based on the international 
m arket entry decision m aking 
o f  a de novo carrier  in a two- 
step process: first it allow s 
the carrier to decide w hether 
or no t to go international at 
birth, and then, conditional 
upon that decision, to choose 
the am ount o f  capacity to 
allocate to the international 
m arket.
M ethodology K ey R esearch  
F ind ings
•  Q ualitative, A ustralian case based 
study.
• A ustralia was selected as the country 
context because this was where the 
phenom enon o f  born-global 
com panies was first recognised and 
articulated (M cK insey & Com pany, 
1993).
• Fieldw ork conducted from 2001 to 
2005, and follow -up interviews were 
conducted.
•  Research design on quasi­
longitudinal study (tim e series).
•  Semi structured interviews.
•  Survey.
•  Sam ple o f  firms that trade in a 
product sold to the general public in 
a technologically hom ogenised 
industry over a w ide geographic 
area. The data is taken from the 
intra-European scheduled passenger 
airline industry'.
•  Identification o f  four stages o f  com m itm ent to accelerated 
internationalisation by top m anagem ent: (1) Responder state is 
characterised by international aw areness and is w idely accepted as the 
initial stage o f  an adoption process m odel. The ow ner/m anager develops 
an understanding o f  the internal and external forces determ ining the 
entry process through his/her netw ork ability. (2) O pportunist state o f  
com m itm ent is characterised by “ international interest” but little 
know ledge o f  foreign m arkets. (3) In the experim entalist state firm s are 
w illing to internationalise using inward and/or outw;ard activities as well 
as linkages, fo p  m anagers have the know ledge to increase or decrease 
their level o f  international involvem ent. (4) The stra tegist operates with 
strategic alliances or jo in t m anufacturing rather than follow ing a gradual 
process o f  outw ard linkages, such as exporting. Such a leap is 
considered innovative, proactive, and risk taking and is a characteristic 
o f  rapidly internationali/.ing firms.
•  Any o f  the four attitudinal m ind-sets facilitates internationalisation, but 
the strategist state adopts a m ore benevolent collaborative behavioural 
stance designated to preserve key relationships. The strategist also 
avoids the short term  orientation, com petitiveness, and self-interest o f  
the responder, the opportunist, and the experim entalist.
•  Econom ic factors play a significant role in influencing firms to 
internationalise early (or not): early internationalisation may represent 
the profit-m axim izing strategic path for som e firms.
•  The cultural sim ilarity o f  the hom e m arket relative (as im plem ented 
through linguistic sim ilarity) to an international m arket has an im pact on 
the inaugural capacity allocated to those international m arkets even as 
the num ber o f  com petitors increases.
•  The next generation o f  research in born globals should focus less on 
m erely confirm ing the existence o f  such firm s and more on the 
econom ic and non-econom ic context in w hich their early 
internationalisation decisions are made.
Ar t i c l o  
Ai i thor /X O  c a r )
44. Fem haber, 
G ilbert, M cD ougall 
(2008)
45. Blesa, 
M onferrer. 
N auw elaerts, 
R ipolles (2008)
O b j e c t i v e
•  To exam ine how  the 
concentration o f  industry 
clustering  in a new  v en tu re 's  
headquarters location affects 
its level o f  
internationalisation.
•  D escriptive, em pirical study.
•  This paper focuses on how 
international new ventures 
acquire m arket know ledge 
from  foreign m arkets and 
develop sustainable 
positional advantages there.
• D escriptive, em pirical study.
F r a  mew o r k
If  industry clustering is the 
condition that influences not 
only the supply o f  but also 
com petition over resources 
needed for operations, then 
for new  ventures, which are 
particularly dependent upon 
their local environm ent for 
the resources needed to 
sustain operations, the 
industry clustering in their 
geographic location is an 
im portant intluencer o f  their 
internationalisation 
behaviour.
•  Past research into 
internationalisation 
processes assum es that 
prior experience influences 
both a firm ’s capability  to 
absorb foreign market 
know ledge and its 
international 
com petitiveness.
•  However, recent 
international
entrepreneurship research 
seems to suggest that an 
early international 
com m itm ent can also 
contribute to develop 
com petitive advantages.
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M e th o d o l o g y Key R e s e a r c h  
F in d i n g s
•  Sam ple o f  156 publicly held new  
ventures.
•  The hypotheses derived from the 
m odel were tested using extended 
data gathered from sam ples o f  
Spanish and Belgian new  ventures.
•  W e used confirm atory analysis to 
evaluate convergent validity.
•  A structural equation model was 
used to test the research hypotheses.
•  Results confirm  that location influences new  venture 
internationalisation, and firm characteristics im pact the nature o f  the 
relationship. Sm aller new  firm s are negatively affected by the 
concentration o f  industry clustering sooner than larger new ventures.
•  F indings highlight the im portance o f  geographic location as an external 
source for acquiring internationalisation resources.
•  C ontribution for existing research draw ing upon the RBV as this study 
sheds light on the potential origins o f  critical resources for 
internationalising operations, and dem onstrates how  one characteristic -  
the industry' clustering in a  v en tu re 's  geographic location -  can influence 
the availability o f  resources that aid internationalisation.
•  The concentration o f  industry clustering w ithin a location can foster new  
venture internationalisation by m aking available resources needed to 
support the internationalisation process. H ow ever, too m uch industry' 
clustering stim ulates com petition effects, which m ay constrain the 
ven ture’s ability to garner the resources needed to internationalise its 
efforts.
•  The results o f  the data analysis allow  us to confirm  that an early 
international com m itm ent influences the positional advantages o f  
international new  ventures, since it facilitates the developm ent o f  m arket 
orientation.
46. G am boa & 
Brouthers (2008)
•  N ine major 
entrepreneurship, IB and 
m anagem ent journals were 
exam ined to see if  the 
am ount o l'lE  research 
published in m ajor 
entrepreneurship, IB, and 
m anagem ent journals is 
increased over time.
•  Conceptual, exploratory 
study.
•  Entrepreneurship journals 
tend to favor replication 
studies while IB and 
m anagem ent journals 
prefer non replications.
• Because replication is 
straight forward w hile no 
replication is more 
difficult to conceptualize 
and execute, there are 
many more replication 
than non replication IE 
studies.
• Literature review.
•  To identify- top journals, this study 
used the Financial T im es 40 list to 
rank business schools to guide 
faculty publication.
• Findings indicate that although IF. content more than doubled in the 
entrepreneurship journals, only a modest increase occurred in the 
international business journals and no increased occurred in the 
m anagem ent journals.
47. Styles & Genua 
(2008)
• To explore the 
internationalization o f  high 
technology firms created 
through the 
com m ercialization o f 
academ ic research.
•  To explore the effect o f  
networks and entrepreneurial 
orientation.
•  Uses international 
entrepreneurship 
fram ew ork developed by 
Jones & Coviello (2005).
• The general model is made 
up o f  6 com ponents: 
Internationalization  
behaviour  is influenced by 
both entrepreneur and the 
f irm , which are moderated 
by the external 
environm ent. These factors 
determ ine a firm s' 
perform ance  which is 
m easured over time.
• Qualitative ease study design.
• W ithin the case study method 
replication logic is adopted.
Four case studies.
•  The data suggest that "fundam ental” netw orks o f  the academ ics 
involved in the firms assisted in the identification and exploitation o f 
initial opportunities to internationalize.
• The research also suggests that only certain dim ensions o f  
entrepreneurial orientation impacted the internationalization o f  firms. 
Specifically, risk taking, technological innovativeness, and autonomy in 
certain parts o f  the organization assist in the entrepreneurial stages, 
while proactiveness and product-m arket innovativeness assist the 
success o f  firms internationally.
48. Fernhaber & 
M cD ougall-C ovin 
(2009)
•  Venture capitalists (VC) 
play an im portant role 
influencing the strategic 
direction o f  the firms.
•  D raw ing on the RBV, the 
purpose o f  this study is to 
shed insight into multiple 
resources that V C s bring to a 
new venture.
•  In particular, how  intangible 
resources individually and 
jo in tly  contribute to new 
venture internationalisation.
•  Dependent variable: New' 
V enture
Internationalization
• Independent variables: VC 
reputation, VC 
international knowledge, 
interaction variable.
•  Control variables: new 
venture age, new' venture 
size, new venture 
international experience,
•  IPO  year.
•  Sample o f  93 high-technology VC- 
backed new ventures in the US.
• High-tech industry-.
• A firm was deemed to be a new 
venture if  the firm was 6 years old or 
less at the tim e o f  Initial Public 
Offering (IPO).
•  VCs can serve as a catalyst to new venture internationalization through 
the provision o f  knowledge and reputation resources.
•  The international knowledge o f  a VC is more positively related to  new 
venture internationalization when the VC is also reputable.
•  Explore how new ventures overcom e internal shortcom ings to leverage 
the intangible resources held externally by VCs and pursue a large-scale 
strategy such as internationalization, which is regarded as riskier and 
m ore challenging.
2 . 5  Analysis a n d  Disc u ssio n  o f  the  INVs  Literature 
Review  Resu lts
In order to understand and objectively assess the current state of knowledge in this area, 
some issues related to the different objectives, categories o f studies and theoretical 
frameworks are discussed below, as well as those other patterns regarding methodology 
and key findings of the reviewed studies. This section will begin by addressing some major 
discrepancies that can be easily detected within the literature in terms o f both the 
alternative names given to this type of venture and the empirical definition of the INV’s 
condition of an exporting firm.
2 .5 .1  IN V s C o n c e p t u a l  a n d  O p e r a t i o n a l  M i s l e a d i n g
Terms used to describe New Internationalisation Patterns
As mentioned above, the denomination given to this specific phenomenon has been rather 
diverse and somewhat confusing, because synonymous labels have not always been used to 
describe those firms that decide to internationalise from inception: INVs, global start-ups, 
bom globals, instant internationals, global hi-tech firms, and so on. It is important to note 
that an increasing number of scholars, mainly from the fields o f strategy, marketing and 
entrepreneurship, have tended to apply the name INVs to these newly-established, highly- 
involved exporters. Conversely, the term born global has sometimes been criticized for its 
overstatement of the nature o f international reach by a new firm. The supporters o f the 
bom global term, base their arguments on the entrepreneurial terminology of the term 
regardless of their specific field of precedence (Hordes et al., 1995).
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In spite of the alternative names used for describing this concept, the emphasis has 
generally been put on examining smaller, entrepreneurial firms which are early 
internationally-oriented, roughly from the time of their birth, and for which the generally 
accepted theories o f international business apparently fail to explain their existence and 
behaviour (McDougall et al., 1994). Thus, while the underlying notion and theoretical 
definition of the phenomenon of INVs, born-global, or global start-up, as a young, 
entrepreneurial firm that is virtually engaged in international business right from inception, 
seems to be highly consistent and quite widely accepted in the literature (Knight & 
Cavusgil, 1996; Oviatt & McDougall, 1994), the same cannot be concluded from the 
perspective of the empirical operationalisation given to this concept. In fact, too many 
different criteria have been somewhat arbitrarily chosen by authors, thus making any 
comparison extremely challenging.
Firm Age at International Entry and Export-to-Sales Ratio
A major area of controversy in this sense can be found in terms of the specific time span, 
generally measured in years, or time elapsed between the moment of first international 
sales obtained by a firm and the moment o f its founding, a usual criterion used in 
operationally defining an INV or born-global firm. Sometimes the time span goes together 
with the export-to-sales ratio, which corresponds to the export percentage of sales from 
total sales of the firm.
While some researchers seem to advocate a six-year period time span, as the eligible 
standard in measuring such a delay in initiating international operations from the start-up 
of a business (Oviatt & McDougall, 1997), other authors have selected other criteria for 
empirically defining INVs.
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In an attempt to differentiate the term born global from the other terms used to describe 
new internationalisation patterns, a short time span has been a determinant characteristic. 
Nevertheless, the term still implies that the firms export to more than one country, which is 
not usually the case. For instance, according to Rennie (1993), bom global firms began 
exporting, on average, only two years after foundation and achieved 76% o f their total 
sales through exports. Although, following Knight and Cavusgil (1996), Madsen and 
colleagues (2000), and also Servais and Rasmussan (2000) empirically define them as 
“firms that were established after 1976 and have reached a share o f foreign sales o f  at 
least 25% after having started export activities within three years after their birth”. For 
Aspelund and Moen (2001), the set o f bom globals in their sample is basically comprised 
of exporting firms established in, or post a specific year (1989), while Moen (2002:158) 
defines them as “having export sales higher than 25 percent and an establishment date 
post-1990”. Thus, while the two-to-three year period from birth to export initiation by a 
firm has been tentatively adopted as a measure for such a time lag, quite different empirical 
definitions and approaches to the INVs issue can be found in the literature.
From a different perspective, other authors conceive the firm age at international entry as a 
central research issue in itself. In particular, Autio and colleagues (2000) introduce the 
learning effects of age at entry as one o f the determinant dimensions of international 
growth among entrepreneurial firms, thus examining, instead of assuming, whether it is 
better for these firms to strategically start the internationalisation process, soon after 
founding, or to postpone international entry until the firm has accumulated significant 
resources. This seems to be, according to this literature review, the most rigorous 
approach.
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The possible theoretical controversy o f whether the firm’s age at international entry has to 
be embedded in the operational definition of the INV or the bom-global concept or, 
alternatively, used as a separated explanatory variable can be left aside as it seems after all 
to be a researcher’s methodological choice. According to this literature review, what is 
needed is the establishment of more unified criteria for the empirical definition o f the INV 
(bom global/global start-up, etc.) condition of a nascent, entrepreneurial small firm. This 
is, indeed, a highly theoretical concept which is essentially complex and multidimensional. 
Consequently, any future effort in its operationalisation should be multidimensional as 
well. Thus, it indicates measures should include, at least, a high export involvement at a 
certain point in time, the firm’s age at international entry, and the number of export 
markets covered in a relatively short amount of time. Furthermore, there should be the 
addition of measures to understand the INV process, as well as the INV competitive 
strategy, positional advantage, and outcome.
Taking into account the previous explanations, and in order to establish unified criteria for 
the international entrepreneurial firms, the present study adopts the term INV. The 
measuring recommendations will be considered in Chapter 5.
2 .5 .2  IN V s  L i t e r a t u r e  R e v i e w  R e s e a r c h  o b j e c t i v e s
In terms of research objectives, most o f the studies identified above generally aim to 
describe, understand and interpret the reasons underlying the growing emergence of the 
INVs’ phenomenon (Knight & Cavusgil, 1996; McDougall et al., 1994; Rennie, 1993; 
Roberts & Senturia, 1996; Wickramasekera & Bamberry, 2001). In this sense, they try to
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reveal the differentiating characteristics, as well as the particular behaviour observed by 
these small firms abroad, often in a specific setting, and a number of factors determining 
their performance usually in comparison with other counterparts, whether exporting or not 
(Aspelund & Moen, 2001; Bell, 1995; Madsen et al., 2000; Moen, 2002; Oviatt & 
McDougall, 1995; Servais & Rasmussan, 2000).
Several studies have adopted some more specific research objectives. A comparative 
explanatory framework approach can be detected in the studies developed by McDougall 
and colleagues (1994), Oviatt and McDougall (1997), Madsen and Servais (1997), Autio 
and Sapienza (2000), and Zahra and George (2002). The links existing between new 
venture internationalisation, further performance and subsequent international growth have 
been also examined in some previous longitudinal research (Autio et al., 2000; Bloodgood 
et al., 1996; McDougall & Oviatt, 1996). The critical role played by network relationships 
for the international market development is explicitly investigated by Coviello and Munro 
(1995), while Rasmussan and colleagues (2001) also investigate the importance of the 
networking issue, together with other elements, in understanding the role played by the 
founder or entrepreneur in the founding process o f an INV firm.
On the other hand, Burgel and Murray (2000), and also Zahra and colleagues (2000) 
choose to analyze the determinants and learning effects of mode of entry choices made by 
hi-tech start-ups. Finally, the study developed by Knight (2000) is driven from the 
entrepreneurship and marketing paradigm to explore globalization effects on SMEs, while 
Bell and McNaughton (2000) focus on identifying the challenges faced by public policy 
supporting small business internationalisation, which are associated with the increasing 
emergence of INVs.
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Interestingly, a significant portion o f the current literature about INVs has often been 
assumed to deal directly with high-tech businesses, usually considering the more critical 
globalization effects that are present in the type o f sectors in which these firms compete 
(Autio & Sapienza, 2000; Autio et al., 2000; Bell, 1995; Burgel & Murray, 2000; Coviello 
& Munro, 1995; McDougall & Oviatt, 1996; Roberts & Senturia, 1996; Zahra et al., 2000).
Of course, this assumption on the type o f firm and sector under analysis has usually had a 
tremendous impact on a number of methodological decisions taken in empirical studies, as 
well as on key research findings, as will be discussed below. Concerning the different 
types of research conducted so far in this field, both quantitative and qualitative oriented 
research coexist, although empirical studies o f a rather descriptive, comparative and 
exploratory nature (Aspelund & Moen, 2001; Bell, 1995; Coviello & Munro, 1995; 
Madsen et al., 2000; Moen, 2002; Rasmussan et al., 2001; Rennie, 1993; Roberts & 
Senturia, 1996; Wickramasekera & Bamberry, 2001) seemingly predominate over highly 
consistent conceptual studies (Bell & McNaughton, 2000; Madsen & Servais, 1997; Oviatt 
& McDougall, 1994; 1997, 1999; Zahra & George, 2002) and well supported, hypothesis- 
testing empirical research (Autio & Sapienza, 2000; Autio et al., 2000; Bloodgood et al., 
1996; Burgel & Murray, 2000; Knight, 2000; Zahra et al., 2000). According to the issues 
discussed above, for this literature review a ‘taxonomy’ of the different studies reviewed 
was designed to facilitate a certain cross-comparison of this literature. Such a classification 
scheme is developed as an organizing framework of the recent IE literature centred on 
INVs and other terms related, and is organized by means of a matrix along two different 
axes: conceptual versus empirical research, on the horizontal axis; and exploratory, 
descriptive and causal research on the vertical one.
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The results of this matrix are shown in Figure 2.1. The exact positioning of all o f these 
works in this figure is represented by the number given, in rigorous chronological order of 
appearance, to each individual study in Table 2.2. It can be seen from the above that 
empirical research has tended to be far more abundant than conceptually-oriented research 
on this issue.
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FIGURE 2.1 Taxonomy of Contemporary Research on IE
Type of 
Research
Causal
Descriptive
Exploratory
N/A 21,42
3,4, 5,6, 7, 9, 10, 13, 14, 17, 18, 19, 
20, 22, 23, 26, 27, 28, 29, 31, 33, 
35, 36, 39, 40, 41, 43, 44, 45, 47, 48
8, 12, 15, 16,
30, 32, 34, 
37, 38,46
Conceptual Empirical Research Focus
1 Rennie (1993) 25 Larim o (2001)
2 Oviatt & M cD ougall (1994) 26 M oen (2002)
3 M cD ougall, Shane & O viatt (1994) 27 Z ahra &  G eorge (2002)
4 Oviatt & M cD ougall (1995) 28 R asm ussan, M adsen  & Evangelista (2001)
5 Bell (1995) 29 Larim o (2001)
6 C oviello &  M unro (1995) 30 Peng (2001)
7 Bloodgood, Sapienza &  A lm eida (1996) 31 M oen (2002)
8 Knight & C avusgil (1996) 32 Zahra &  G eorge (2002)
9 M cD ougall & O viatt (1996) 33 M cD ougall, O viatt &  Shrader (2003)
10 Roberts & Senturia (1996) 34 C oviello  &  Jones (2004)
11 Oviatt & M cD ougall (1997) 35 Johnson (2004)
12 M adsen & Servais (1997) 36 Jantunen, A ., P uum alainen, K, Saarenketo, S., 
K ylaheiko, K. (2005)
13 Burgel &  M urray (1998) 37 Jones &  C ov ie llo  (2005)
14 Oviatt & M cD ougal (1999) 38 O viatt &  M cD ougall (2005)
15 Knight (2000) 39 A cedo &  F lorin  (2006)
16 Autio &  Sapienza (2000) 40 C oviello  (2006)
17 M adsen, Rasm ussen & Servais (2000) 41 C oviello  &  C ox  (2006)
18 Servais & R asm ussen (2000) 42 Freem an &  C avusg il (2007)
19 Autio, Sapienza &  A lm eida (2000) 43 Fan & Phan (2007)
20 Zahra, Ireland & Hitt (2000) 44 F em haber, G ilbert, M cD ougall (2008)
21 Bell & M cN aughton (2000) 45 Blesa, M onferre r, N auw elaerts, R ipolles (2008)
22 W ickram asekera & Bam berry (2001) 46 G am boa &  B routhers (2008)
23 Aspelund & M oen (2001) 47 Styles &  G enua (2008)
24 Rasm ussen, M adsen & Evangelista (2001) 48 F em haber &  M cD ougall-C ovin  (2009)
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2 . 5 . 3  IN V S FRAMEW ORKS
As summarized in Figure 2.1, a certain number of types of research and theoretical 
frameworks can be found in contemporary INV literature. However, the extent to which 
these frameworks are explicitly proposed as the conceptual base in each study is not so 
uniform, probably due to the diverse research objectives being addressed.
For instance, only a minority of studies can be considered to be highly-conceptual, often 
including a future research agenda related to the behaviour of these firms (Knight & 
Cavusgil, 1996; Madsen & Servais, 1997; Oviatt & McDougall, 1994; 1999; Zahra & 
George, 2002). Building upon existing internationalisation theories and recent 
developments in the field of Strategic Management and Entrepreneurship, Oviatt and 
McDougall (1994, 1999) have established a theoretical framework and types of INVs. This 
theoretical framework identifies unique resources as the differentiator element and 
necessary condition of INVs. Therefore, based on Barney’s (1991) argument that 
sustainable competitive advantage for any firm requires that its resources be unique and 
imperfect imitable, the possibility to develop INVs studies from the RBV perspective is 
evident.
Madsen and Servais (1997) have developed a research model of the propensity and further 
development of INVs in which the characteristics o f the environment, o f the organization 
itself, and of the founders are seen to be critical. Also, the possible links existing between 
the recent INVs literature, the internationalisation process model, the Uppsala-Model, 
along with the network and evolutionary approaches are widely explored by these authors. 
From a more policy-oriented perspective, Bell and McNaughton (2000) outline an eclectic,
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normative model of small firm internationalisation that seeks to accommodate the diverse 
pathways that smaller firms both traditional and INVs may take during their 
internationalisation process. Finally, a general theoretical model on IE, as a major research 
field, has been more recently developed by Zahra and George (2002). Their model 
basically connects the IE antecedents with its types of activities and outcomes, together 
with other strategic and environmental issues.
Whereas most of the empirical studies clearly identify which theory provides the 
conceptual basis and focus for their further investigation (Aspelund & Moen, 2001; Autio 
& Sapienza, 2000; Autio et al., 2000; Bell, 1995; Bloodgood et al., 1996; Burgel & 
Murray, 2000; Coviello & Munro, 1995; Knight, 2000; McDougall et al., 1994; Moen, 
2002; Rasmussan et al., 2001; Roberts & Senturia, 1996; Servais & Rasmussan, 2000; 
Zahra et al., 2000), some of them are solely based on the past literature of INVs (Madsen et 
al., 2000; McDougall & Oviatt, 1996; Oviatt & McDougall, 1995; Wickramasekera & 
Bamberry, 2001), or are simply not explicitly grounded on any specific theory (Rennie, 
1993).
A significant number of studies develop a large part of their theoretical approaches by 
identifying and examining both internal and external key driving forces and trends behind 
the observable emergence, continuous rise and further development of small firms 
becoming international almost at founding, i.e. rather than ffom inception (Aspelund & 
Moen, 2001; Bell & McNaughton, 2000; Knight & Cavusgil, 1996; Madsen et al., 2000; 
Madsen & Servais, 1997; Moen, 2002; Oviatt & McDougall, 1995; 1997; Rennie, 1993; 
Servais & Rasmussan, 2000). According to these authors, among the most common factors 
triggering and giving significance to this growing phenomenon, there are at least four of
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extreme importance and, moreover, interrelated: 1) New market conditions in many sectors 
of economic activity, including the increasing importance of niche markets for SMEs 
worldwide; 2) Technological developments in the areas o f production, transportation and 
communication (IT); 3) The increased importance of global networks and alliances, and 4) 
More elaborate capabilities of people, including those of the founder also called 
entrepreneur who starts the INV (Knight & Cavusgil, 1996; Madsen & Servais, 1997; 
Moen, 2002; Servais & Rasmussan, 2000).
So far these different driving forces which to a large extent enabled SMEs to compete 
globally, and in particular their consequences, have been only superficially explored, and 
not conveniently integrated in most o f the theoretical frameworks of reference designed for 
conducting research. Furthermore, it can be expected that such trends will be even stronger 
over the next few years, thus making the INVs phenomenon more widespread in the future. 
Therefore, more and more industries and firms will be highly affected by these factors and 
should be expected to internationalise more rapidly than ever before.
In order to explain the phenomenon under analysis, some of the reviewed works above 
seem to rely exclusively on a single theoretical framework, usually that of the Nordic 
internationalisation process models; basically, the Uppsala-Model; or other similar export 
stage behavioural-oriented models, an approach generally known as the traditional Process 
Theory of Internationalisation (Bell, 1995; Knight & Cavusgil, 1996; Wickramasekera & 
Bamberry, 2001). In a similar vein, Coviello and Munro (1995) adopt a network theory 
perspective to examine the impact o f network relationships on international market 
development and marketing-related activities among entrepreneurial firms. Also, the 
traditional Aaby and Slater (1989) model for assessing export performance, though
complemented with some previous findings shown in the INVs literature, constitutes a 
major conceptual basis for the works developed by Aspelund and Moen (2001) and Moen 
(2002).
On the other hand, several studies are expressly designed to compare the explanatory value 
of competing theoretical approaches about alternative business internationalisation 
patterns, usually distinguishing between traditional, gradually-internationalising firms and 
INVs (Autio & Sapienza, 2000; Bell & McNaughton, 2000; McDougall et al., 1994; Oviatt 
& McDougall, 1999), or are explicitly built upon different frameworks of analysis. This 
reveals a certain amount of theoretical integration in the IE field focusing on this latter type 
of venture (Knight, 2000; Rasmussan et al., 2001; Servais & Rasmussan, 2000; Zahra & 
George, 2002). For instance, evolutionary economic theory, together with part of the 
original thinking behind the stage models, and the international network approach, as well 
as their respective links, have been frameworks jointly considered for explaining the INV’s 
phenomenon (Madsen & Servais, 1997; Servais & Rasmussan, 2000). Rasmussan and 
colleagues (2001) try to incorporate the entrepreneurship literature into this view for 
examining the founding process o f an INV, thus stressing the interaction between the 
founder and the environment through two interconnected processes: sense making and 
networking. Also, the combined entrepreneurship and marketing paradigm is followed by 
Knight (2000) in order to evaluate the behaviour and performance of SMEs affected by 
relevant globalization impacts. Finally, several authors have founded their theoretical 
conceptualizations and testable hypotheses on highly exhaustive and recently developed 
theoretical frameworks such as the resource-based view of the firm (Bloodgood et al., 
1996; Coviello & Cox, 2006), the transaction cost theory and organizational capability
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perspectives (Burgel & Murray, 2000), or the increasing knowledge and learning based 
view (Autio et al., 2000; Zahra et al., 2000).
As a result of this literature review, though it does not seem to be the rule in this stream of 
research, this researcher’s opinion is that the use of a single theoretical framework for 
explaining the acceleration of international operations by young SMEs appears to be 
somewhat reductionist and likely to inhibit any further theory development on this issue. 
Alternatively, the much more promising trend, also detected in this review, in terms of a 
multiple and combined use o f existing theories and frameworks in explaining this 
phenomenon constitutes a step toward a more holistic understanding of it, which should be 
undoubtedly encouraged and stressed in further research. However, In spite of this 
increased theoretical rigour, some authors in the field regret that comprehensive theoretical 
explanations and causal models o f the phenomenon of INVs are still lacking (Knight & 
Cavusgil, 1996; Oviatt & McDougall, 1999; Servais & Rasmussan, 2000). Therefore, there 
seems to be enough room for a better developed, conceptually rigorous, and more 
generally-accepted theoretical framework of reference in this topic.
2 . 5 . 4  IN V s  E m p i r i c a l  m e t h o d s
A wide variety of research methods characterize the contemporary INV literature, 
something that constitutes, in the opinion of this researcher, an excellent reflection of both, 
the highly complex nature of the research issue itself, and the very diverse research 
objectives being addressed. In this context, specific mention should be made of the usual 
distinction observed between two possible methodological approaches, surveys and case
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studies, as alternative, though not mutually excluding, research techniques in conducting 
the empirical work.
INVs Quantitative and Qualitative Studies
In particular, these studies aimed at identifying general patterns characterizing the specific 
behaviour and subsequent performance of these firms, usually against other ventures, and 
those adopting a very formal hypothesis-building or testing approach in conducting such 
research efforts, tend to rely significantly more on medium-to-large-scale, aggregate 
survey data and databases as their basic, and generally sole, research technique. This 
category includes studies developed by Bloodgood and colleagues (1996); McDougall and 
Oviatt (1996); Burgel and Murray (2000); Knight (2000); Autio and Sapienza (2000); 
Madsen and colleagues (2000); Autio and colleagues (2000); Aspelund and Moen (2001); 
and Moen (2002). Also, among fully or partly quantitative, survey-based studies, cross- 
sectional approaches (Aspelund & Moen, 2001; Autio & Sapienza, 2000; Bell, 1995; 
Burgel & Murray, 2000; Knight, 2000; Madsen et al., 2000; Moen, 2002; Rennie, 1993; 
Wickramasekera & Bamberry, 2001; Zahra et al., 2000) tend to be more widely applied 
than purely longitudinal ones (Autio et al., 2000; Bloodgood et al., 1996; McDougall & 
Oviatt, 1996; Servais & Rasmussan, 2000). Nevertheless, as the high internationalisation 
level of an INV is indeed the result of a whole process, research that is too static in nature 
should be preferentially avoided.
On the other hand, those authors who attempt to understand complex and rather context 
specific issues related to INVs usually make greater use of research designs based on 
qualitative and grounded approaches, and more specifically o f case-study research. As a
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consequence, case-based research, highly longitudinal in nature, is clearly represented in 
the INVs streams of literature. Such a qualitative, case-based approach is explicitly applied 
in studies such as those made by McDougall and colleagues (1994), Oviatt and McDougall 
(1995), Roberts and Senturia (1996), Rasmussan and colleagues (2001). Interestingly, only 
six out of the thirty three empirical studies reviewed have used multiple research methods 
for gathering and analysing relevant data, thus combining surveys with in-depth field 
interviews, secondary sources, and even case studies (Bell, 1995; Coviello & Munro, 1995; 
Rennie, 1993; Servais & Rasmussan, 2000; Wickramasekera & Bamberry, 2001; Zahra et 
al., 2000).
INVs and High-Tech Sectors
As mentioned above, a large number o f studies have tended to assume that the issue under 
study is highly associated with high-tech sectors, thus developing their empirical research 
specifically in small business contexts o f a highly technological base content (Autio & 
Sapienza, 2000; Autio et al., 2000; Bell, 1995; Burgel & Murray, 2000; Coviello & Munro, 
1995; McDougall & Oviatt, 1996; McDougall et al., 1994; Oviatt & McDougall, 1995; 
Roberts & Senturia, 1996; Zahra et al., 2000). However, other authors have also addressed 
their investigation towards firms and start-ups with international activities from a wider 
spectrum of sectors and markets, including manufacturing and services, not necessarily fast 
growing and highly technological (Aspelund & Moen, 2001; Bloodgood et al., 1996; 
Knight, 2000; Madsen et al., 2000; Moen, 2002; Rasmussan et al., 2001; Rennie, 1993; 
Servais & Rasmussan, 2000; Wickramasekera & Bamberry, 2001). It seems clear to us that 
studies which choose to examine INVs by focusing exclusively on populations, and 
derived samples, o f high-technological firms in fast-growing, global sectors may be
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providing quite different and not fully comparable results to lesser context-specific 
research.
The INVs Phenomenon is Multi Country
A very positive aspect of the empirical research conducted so far is that the emergence of 
INVs has been reported in several countries of the developed world (Knight & Cavusgil, 
1996), thus demonstrating that this phenomenon is not country-specific at all. These firms 
have been found to exist in places as diverse as Australia, the US, Switzerland, Ireland, 
New Zealand, the UK, Germany, France, Israel and most of the Nordic Countries, like 
Denmark, Norway, and Finland. Nevertheless, future research should cover other different 
geographical areas, particularly in NICs and emerging markets, to confirm the non­
geographic specificity of this issue.
The Use of Key Informants in INVs Studies
Beyond the small number of studies using samples or archival data, the key informant in 
firm level studies is habitual in the IE literature. The majority of studies acknowledge the 
importance of accessing the informant who retains institutional history and influence as 
regards IE. The empirical methodology used generally in most studies, either surveys or 
case studies, is characterized by collecting information from key groups of individuals, 
such as the founder or founding team, CEOs, managing directors, and so on; mostly in 
charge of international decision-making processes in their respective firms (Coviello & 
Jones, 2004). Under this assumption, these key executives hold the strategic information of 
firms that aggressively pursue a position in the international markets (Nath & Mahajan, 
2008).
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Survey Approach in INVs Research
When a survey-based approach has been applied, somewhat biased and not very large- 
scale sampling designs are performed. Basically mail structured-questionnaires have been 
utilised to collect usually quantitative information only, cross-sectional analyses clearly 
dominate, and non-response bias, while construct validity and reliability analyses o f the 
collected data have not tended to be generally reported. Moreover, due to their highly 
comparative and their exploratory rather than explanatory approach, many of these studies 
have separated their samples o f firms under analysis into different groups of INVs and 
other types of firms to significantly differentiate their respective characteristics, behaviour, 
and performance (Aspelund & Moen, 2001; Autio & Sapienza, 2000; Knight, 2000; 
Madsen et al., 2000; McDougall & Oviatt, 1996; Moen, 2002; Rennie, 1993; Servais & 
Rasmussan, 2000). Usually, these subgroups o f the sampling firms have been empirically 
defined according to the sometimes arbitrary operationalization of the INVs concept in use. 
Finally, mainly descriptive, comparative statistics, such as frequencies, chi-squared 
analysis, t-tests, etc. versus more sophisticated, multivariate approaches like correlation 
and regreision analyses have been used for conducting data analysis. Some relevant 
exceptions to this general assessment of the quantitative-oriented research can be found in 
most hypothesis-testing oriented empirical studies (Autio et al., 2000; Bloodgood et al., 
1996; Burgel & Murray, 2000; Knight, 2000; Zahra et al., 2000).
Case Study Approach in INVs Research
Regarding other studies making specific use o f the case-based approach (Coviello & 
Munro, 1995; McDougall et al., 1994; Oviatt & McDougall, 1995; Rasmussan et al., 2001;
94
Roberts & Senturia, 1996), a certain triangulation o f data sources exists, though a 
purposeful selection o f firms has not always been well justified, research protocols are not 
explicitly mentioned, and usually the descriptive data o f the different cases is presented in 
a highly qualitative manner, by means, for instance, o f score cards. This data is rarely 
supported with figures or statistics. Moreover, the specific techniques used for comparative 
data analysis (content-analysis or the pattern-matching with theory approach) seem to 
stress literal more than theoretical replication logic (Yin, 1989). This adds some problems 
regarding the key issue of the generalization possibilities associated with this mode of 
research. Future studies, applying the case-based approach should make a more rigorous 
use of this critical qualitative technique by focusing more explicitly on testing existing 
theory or building a new one (Eisenhardt, 1989a).
Summary of INVs Methodological Issues
In summary, for the purposes o f the present research, it can be argued that INVs studies are 
found in quantitative and qualitative approaches. Although normally appropriate to each 
study’s defined research problem, the overwhelming use o f a single method approach of 
data collection and data analysis may not fully capture the key issues and processes under 
investigation. Therefore, further research should make a more diversified use of both 
methodologies. Moreover, while this literature review shows that the INVs phenomenon is 
multi-country, most of the research has been done in developed countries, generating a 
particular need to conduct research in other economies such as those newly industrialised. 
Furthermore, it is important to highlight the use o f key informants in INVs studies, such as 
founders, CEOs, managing directors, among other people in charge o f the international 
decision making process. Finally, structured questionnaires have been used to collect
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primary data from INVs, which have subsequently been cross-sectional analysed. 
Notwithstanding this, construct validity and reliability analyses o f the collected data have 
not been generally reported.
2 . 5 . 5  A  CRO SS COMPARISON OF KEY IN V S  RESEARCH FINDINGS
While those more specific results contained in each separate study have been extensively 
reviewed in Table 2.2, in this section the interest is focused on extracting general patterns 
related to previous findings and conclusions in INVs research. More concretely, the 
discussion is organized according to both several communalities and major disagreements 
that can be identified within the existing literature. Although, as this is a highly consistent 
research field, some more common patterns o f findings rather than controversial results 
have emerged from this review'.
INVs Research Communalities
First, with respect to communalities, several studies agree that the issue under study, 
accelerated internationalisation from establishment, constitutes an increasingly distinctive 
pattern o f the internationalisation process o f some SMEs when seen in comparison to other 
types of businesses (Aspelund & Moen, 2001 ; Madsen et al., 2000; Moen, 2002; Rennie, 
1993; Servais & Rasmussan, 2000).
In addition, most of them reveal that the formation process of new ventures that are able to 
compete almost globally from inception, and also their rise in number, seems to be largely 
inconsistent with some traditional International Business expansion theories which tend to 
assume that firms become incrementally international long after they have been established
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(Knight & Cavusgil, 1996; Madsen et al., 2000; McDougall et al., 1994; Moen, 2002; 
1997; Oviatt & McDougall, 1999; Roberts & Senturia, 1996). Rather, INVs expand 
internationally in a way that may be more in accordance with evolutionary thinking, 
organizational capability perspective, knowledge and learning-based views (Autio & 
Sapienza, 2000; Autio et al., 2000; Burgel & Murray, 1998; Madsen & Servais, 1997; 
Zahra et al., 2000). Thus, in order to remain useful as an explanatory framework, such 
stage models should be extended and complemented accordingly with these and other 
perspectives from international strategic management and entrepreneurship 
(Wickramasekera & Bamberry, 2001; Zahra & George, 2002).
In particular, network theory applied to both the founders and the new firm itself, has 
proved to be particularly insightful for explaining the specific international development 
patterns of these highly entrepreneurial ventures (Bell, 1995; Coviello & Munro, 1995; 
Madsen & Servais, 1997; McDougall et al., 1994; Oviatt & McDougall, B. M. Oviatt & 
McDougall, 1994; 1995; Servais & Rasmussan, 2000; Wickramasekera & Bamberry, 
2001). A somewhat differing result in this sense is reported by Rasmussan et al. (2001) for 
whom, in spite o f focusing deeply on the network approach, the existence o f a network at 
the founding o f 24 a bom global company was not found as important as previously 
expected. Other researchers should deal more directly with this issue in the future.
Also, a number of researchers have similarly discussed several elements for the existence, 
prevalence, and further development o f INVs at an individual, organizational, and 
environmental level (Knight & Cavusgil, 1996; Madsen & Servais, 1997; Oviatt & 
McDougall, 1994; 1997). In particular, several industrial and environmental influences 
affecting new ventures globalization and market conditions are considered to be critical
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(Bloodgood et al., 1996; Knight, 2000; Moen, 2002; Rasmussan et al., 2001; Roberts & 
Senturia, 1996).
INVs Research Discrepancies
In terms of major discrepancies in the research findings and the conclusions o f the INVs 
literature review, two will be developed further. The first one is related with the 
identification feasibility o f finding INVs in different industries and countries, versus their 
specific location in the high-tech sectors o f  developed countries only. The second displays 
the disparity o f terms characterising successful internationalisation of young firms.
The first discrepancy refers to the possible identification o f a specific INV firm’s profile in 
different industries (Aspelund & Moen, 2001; Bloodgood et al., 1996; Knight, 2000; 
Madsen et al., 2000; Madsen & Servais, 1997; Moen, 2002; Rasmussan et al., 2001; 
Rennie, 1993; Servais & Rasmussan, 2000; Wickramasekera & Bamberry, 2001) versus its 
specific location in high-tech sectors only (Autio et al., 2000; Bell, 1995; Burgel & 
Murray, 2000; Coviello & Munro, 1995; McDougall & Oviatt, 1996; McDougall et al., 
1994; Roberts & Senturia, 1996; Zahra et al., 2000). According to Autio and Sapienza 
(2000), the new venture internationalisation theory seems to be better suited to explain the 
early internationalisation patterns o f rather technology-intensive new firms.
Clearly, although this central question, of examining whether accelerated 
internationalisation of SMEs is indeed a completely new and highly country and sector- 
specific phenomenon, and can only be clarified by further research, this researcher would 
like to speculate here with a plausible explanation for this critical contradiction generally
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found in the literature. It starts with the idea that small firm export behaviour affects both 
traditional and INV firms. However, INVs can be further classified as being ‘knowledge 
service-intensive’ or ‘knowledge-based’ firms (Bell & McNaughton, 2000). As this latter 
category o f INVs, which is very closely related to the emergence of new technologies, 
have their core competence precisely in their sophisticated knowledge base (Oviatt & 
McDougall, 1009), their density in high-tech areas can be expected to be extremely high. 
In contrast, the former type o f INVs make an intensive use of knowledge to develop new 
offerings, improv e productivity, introduce new methods o f production and improve service 
delivery, but are not inherently knowledge-based. Nevertheless, this latter behaviour seems 
to be increasingly happening in a number o f industrial and service sectors, not only those 
which are considered to be highly technological. Thus, the opinion is centred on more and 
more countries and industries o f a diverse technological content, which will witness in the 
near future an increasing emergence and further development of mostly knowledge and/or 
service-intensive INVs against more traditionally-oriented exporters.
A second area open to a certain degree o f empirical controversy and debate among 
researchers is related to the considerable variety and disparity of the results usually found 
in terms of those factors mostly characterizing the successful internationalisation of INVs 
(Servais & Rasmussan, 2000). As most o f the current empirical research seems to be 
highly context-specific, almost every author in this field has aimed to elaborate their own 
list of such key success factors (Aspelund & Moen, 2001; Autio et al., 2000; Bell, 1995; 
Bloodgood et al., 1996; Burgel & Murray, 2000; Knight, 2000; Knight & Cavusgil, 1996; 
Madsen et al., 2000; McDougall & Oviatt, 1996; Moen, 2002; Oviatt & McDougall, 1995;
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Rennie, 1993; Roberts & Senturia, 1996; Servais & Rasmussan, 2000; Wickramasekera & 
Bamberry, 2 0 0 1 ; Zahra et al., 2000).
Trying to be consistent with the integrative approach o f this stream of literature, the top-ten 
characteristics most usually regarded as critical success factors for this type of newly 
established, highly export-involved entrepreneurial firms abroad would be the following, 
not necessarily in this order o f importance. 1) a managerial global vision from inception 
(Acedo & Florin, 2006; Moen, 2002; Oviatt & McDougall, 1995); 2) high degree of 
previous international experience on behalf o f managers (McDougall et al., 2003; 
Wickramasekera & Bamberry, 2001); 3) management commitment (Knight, 2000; Styles 
& Genua, 2008); 4) strong use o f personal and business networks (networking) (Coviello, 
2006; Coviello & Munro, 1995; Servais & Rasmussan, 2000); 5) market knowledge and 
market commitment (Bell, 1995; Fernhaber & McDougall-Covin, 2009); 6) unique 
intangible resources and capabilities based on knowledge management (Blesa et al., 2008; 
Coviello & Cox, 2006; Freeman & Cavusgil, 2007; Jantunen et al., 2005); 7) high value 
creation through product differentiation, leading-edge technology products, technological 
innovativeness and quality leadership (McDougall et al., 2003; Oviatt & McDougall, 
2005b); 8) a niche-focused, proactive international strategy in geographically spread lead 
markets around the world from the very beginning (Aspelund & Moen, 2001); 9) narrowly- 
defined customer groups with strong customer orientation and close customer relationships 
(Fan & Phan, 2007; Fernhaber, 2008; Johnson, 2004); and, 10) flexibility to adapt to 
rapidly changing external conditions and circumstances (Knight & Cavusgil, 1996).
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2 .6  C o n c l u d i n g  C o m m e n t s
In this chapter an attempt has been made to provide the theoretical base of the study 
executed and reported for the purpose of this thesis. Attention has been devoted in this 
review o f the literature to 48 o f the most outstanding works from the last sixteen years. 
Since these publications deal more or less explicitly with the INV phenomenon, they have 
been firstly identified, then examined and critically assessed as a basis for obtaining an 
adequate view of the state-of-the-art of this increasingly important research avenue in the 
field of IE.
The methodology used for this review has allowed us to analyze a number o f recent, 
purposefully-chosen studies that were systematically compared along the following 
criteria: main objective and type of research; theoretical frameworks o f reference; 
methodological issues; and main findings.
This review suggests that there are major limitations that raise questions about the extent o f 
knowledge regarding the issue of resources and capabilities’ combinations in creating 
positional advantage leading to performance in INVs. The following chapter will provide a 
conceptual model of INVs based on the RBV o f the firm in order to understand the unique 
bundle o f resources and capabilities configuration to conceive positional advantage 
conducive to performance in the international market.
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CH A PTER 3  
C o n c e p t u a l  M o d e l  a n d  H y p o t h e s e s
3 .1  In t r o d u c t i o n
INVs overcome the constraints associated with their limited history and smaller size to 
commit an adequate combination of resources and capabilities to the internationalization 
process. Pursuing internationalization early in their existence enables new ventures to 
realize improved performance (Bloodgood et al., 1996; Lu & Beamish, 2001b; McDougall 
& Oviatt, 1996; Zahra et al., 2000), and to exploit a competitive advantage (Oviatt & 
McDougall, 2005b). In this regard, there is a need to understand the modelling of resources 
and capabilities to explain the achievement o f positional advantage in the context o f INVs 
(Coviello, 2006; Han, 2007). This chapter aims to present the proposed conceptual model 
based on this discussion, as well as on the preceding literature review chapter.
Following the suggestion to view INVs through the investigatory lens o f the RBV o f the 
firm (Alvarez & Busenitz, 2001; McDougal et al., 1994), the conceptual model has been 
developed in accordance with the adopted method o f inquiry. In this regard, specific 
research hypotheses are formulated and will be subject to empirical testing in the following 
chapters.
This chapter proceeds with a review o f the RBV marketing theory in the context o f IE 
starting by explaining the origins of the RBV (Barney, 1991). In addition, the present 
chapter analyses the dynamic capabilities as a complement to the RBV (Ambrosini & 
Bowman, 2009). Also, this chapter details how marketing theory is related to RBV and
102
how RBV leads to positional advantage. Subsequently, the association o f the RBV and IE 
is described. Then, it details the conceptual model of INVs positional advantage as a 
process with recognizable phases and linkages between them. Subsequently, the research 
hypotheses are developed followed by concluding comments.
The model is being explained with the first set o f hypotheses describing the relationship 
between resources and capabilities. In addition, two different paths to positional advantage 
are delineated. The first one focuses on the association between resources, capabilities and 
positional advantage, while the other suggests that resources and capabilities lead to 
competitive strategy which then is related to positional advantage in order to reach 
performance.
While dynamism concerns change, the capacity of an organisation to purposefully create, 
extend, or modify its resource base is considered dynamic (Helfat et al., 2007). Eisenhardt 
and Martin (2000) explain that path-dependant learning mechanisms shape the creation and 
development of dynamic capabilities. In this regard, this chapter suggest a dynamic view 
of the model by explaining the sets o f relationships from EO to different constructs in the 
model and the ability o f EO to reconfigure and utilize effectively resources and capabilities 
available to the firm. In the first instance, the chapter describes the cross-fertilisation o f  EO 
to competitive strategy through ambidextrous innovation strategy. Subsequently, the 
chapter explains the relationship among EO, resources and capabilities. Furthermore, the 
chapter concentrates on the linkages between EO and performance.
Finally, the present chapter focuses on positional advantage as a direct antecedent o f 
performance. As suggested in Figure 3.1, these sets of relationships suggest a dynamic
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view of positional advantage as a process (March & Sutton, 1997; VandeVen, 1992), with 
identifiable stages and linkages between them. This perspective enables the different view 
points to be synthesized into a robust theoretical model o f a RBV of INVs.
3 .2  T h e o r e t i c a l  F r a m e w o r k : RBV a n d  M a r k e t i n g  
T h e o r y  in  t h e  c o n t e x t  o f  IE
A recent development in management research concerns that o f analyzing a firm’s strategy 
by focusing on its resources rather than the external environment. Developed from the 
economics and strategy literature o f the 1950s, this approach is known as the RBV and 
takes an inside-out or firm-specific perspective on why organisations succeed or fail 
(Dickson, 1996). This view of strategy highlights the importance of organisational factors 
in competitive advantage creation, in contrast to the industry-based determinism o f Porter’s 
view (Hooley & Greenley, 2005). As such, it acts as a natural complement to the external, 
market-based approach to competitive advantage that is grounded in industrial organisation 
economics and synthesized in, for example, the work of Porter (1980).
The RBV of the firm suggests that competitive advantage stems from the possession and 
deployment o f resources that are in some way superior to those of their competitors. 
Resources that are valuable, rare, inimitable and non-substitutable (Barney, 1991) make it 
possible for a business to develop and maintain competitive advantages, as well as to 
utilize these resources and competitive advantages for superior performance (Collis, 1995; 
Grant, 1991; Wernerfelt, 1984).
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In order to explain the conceptual model o f the present study the following sections give a 
brief background to understand the origins of the RBV, as well as the m arketing theory 
related to the RBV, and the association o f the RBV with IE.
3 .2 .1  O r i g i n s  o f  R B V
The origins o f the RBV lie in the work o f Edith Penrose who was one o f the first scholars 
to recognise the importance o f resources to a firm ’s competitive position. She began by 
arguing that a firm consists of a “collection o f  productive resources” (Penrose, 1959:24) 
and continued by suggesting that these resources may only contribute to a firm’s 
competitive position to the extent that they are exploited in such a m anner that their 
potentially valuable services are made available to the firm.
Aside from Penrose (1959), Rubin (1973) is argued to be one of the few scholars to 
conceptualise firms as resource bundles prior to the formal origins o f the RBV. Building in 
the inroads made by these authors, Wernerfelt (1984), in an attempt at formalising the 
RBV proposed that while a firm’s performance is driven directly by its products, it is 
indirectly and ultimately driven by the resources that go into their production, a point that 
was further clarified by Barney (1986) two years later. Because of the rather abstract 
nature o f W ernerfelt’s (1984) seminal work, acceptance o f this theoretical perspective did 
not immediately gain the support o f academic audiences. As such, widespread appreciation 
for the RBV did not begin to accumulate until several years later with Jay Barney’s article, 
‘Firm resource and sustained competitive advantage’, published in the Journal o f  
Management in 1991. This paper is widely regarded as one o f the first formalisations o f the 
then fragmented resource-based literature into a comprehensive theoretical framework, and 
thus empirically testable (Newbert, 2007).
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Drawing on arguments by Penrose (1959), Rumelt (1984), Wemerfelt (1984), and others, 
Barney (1991) based his articulation o f the RBV on two fundamental assumptions: that 
resources are heterogeneously distributed among firms and that they are imperfectly 
mobile. These assumptions conjointly allow for differences in firm resources endowments 
to both exist and persist over time, thereby allowing for a resource-based competitive 
advantage. Barney (1991) argued that firms that possessed resources that were valuable 
and rare would attain a competitive advantage and enjoy improved performance in the 
short term. Barney (1991) also contended, drawing heavily on Dierickx and Cool (1989), 
that in order for a firm to sustain these advantages over time its resources must also be 
inimitable and non-substitutable.
One o f the primary critiques o f Barney’s (1991) expression of the RBV over time has been 
its rather static nature. Most notably, Priem and Butler (2001a) argue that “although the 
RBV began as a dynamic approach ... much o f  the subsequent literature has been static in 
concept" (Priem & Butler, 2001a:33). They continue by noting that in Barney’s 
interpretation o f the RBV, “the processes through which particular resources provide 
competitive advantage remain in a black box” (Priem & Butler, 2001a:33). Indeed, years 
later Barney admits adopting the assumption in 1991 that “once a firm  understands how to 
use its resources ...implementation follows, almost automatically' as if “the actions o f  the 
firm  should take to exploit these resources will be self-evident” (Barney, 1991:53).
In response to this missing link between resource possession and resource exploitation, 
Mahoney and Pandian reminded scholars that “laJ firm  may achieve rents not because it 
has better resources, but rather the firm 's  distinctive competence involves making better 
use o f  its resources” (Mahoney & Pandian, 1992:365). Similar arguments were put forward
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by Peteraf (1993) who argued that to confer a competitive advantage to a given firm its 
valuable resources must be properly leveraged. Subsequently, a great deal of theoretical 
work began to emerge regarding the types o f processes to which resources must be 
subjected in order to exploit their latent value, known as capabilities (Amit & Schoemaker, 
1993).
3 . 2 . 2  D y n a m i c  C a p a b i l i t i e s  a s  C o m p l e m e n t  t o  t h e  R B V
The original definition o f dynamic capabilities referred to “the firm’s ability to integrate, 
build, and reconfigure internal and external competencies to address rapidly changing 
environments” (Teece et al., 1997:516). In this definition, organisational competences 
denoted managerial and organisational processes or “patterns o f current practice and 
learning” (Teece et al., 1997:516). By altering the organisation’s resource base, dynamic 
capabilities could then open new strategic alternatives or “paths” for the firm (Helfat et al., 
2007).
Subsequent work refined and expanded the original concept o f dynamic capabilities. 
Eisenhardt and Martin (2000:1107) defined dynamic capabilities as “the firm ’s processes 
that use resources... to match and even create market change”. In this conception, 
dynamic capabilities took the form of organisational processes. Eisenhardt and Martin
(2000) extended the original definition of dynamic capabilities to include the creation o f 
market exchange, as well as the response to exogenous change. In this regard, the literature
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is clear that capabilities are processes; therefore, a dynamic capability is a process that 
impacts upon resources. Consequently, the literature on dynamic capability should be 
viewed as a complement to the RBV (Ambrosini & Bowman, 2009).
As is obvious from the above discussion, the RBV has come a long way over the past 
decade and a half. Originally formalised in 1991 as a rather static list o f the ingredients for 
competitive advantage, it has evolved into a dynamic recipe explaining the process by 
which these ingredients must be utilised to attain this end. While it is now understood that 
it is no doubt necessary for a firm to possess valuable, rare, inimitable, non-substitutable 
resources and capabilities, it is also understood that such a condition is nonetheless 
insufficient, in addition to possessing these ingredients, firms seeking a competitive 
advantage must also demonstrate the ability to alter them in such a way that their full 
potential is realised (Newbert, 2007).
3 . 2 . 3  M a r k e t i n g  T h e o r y  R e l a t e d  t o  R B V
While previous works on marketing theory related to RBV exist, Srivastava and colleagues
(2001) argued that little attention has been devoted to the application of RBV as a frame o f 
reference in analyzing marketing theories. They further highlighted the importance o f the 
need for far more fine-grained analysis o f the resource-competitive advantage connection, 
and contributed by devising a conceptual framework that integrates the RBV and 
marketing referring to market-based assets and capabilities in gaining competitive 
advantages. This market-based resource framework was intended to stimulate the attention
108
needed to examine the evolutionary interplay o f market-based assets and capabilities and 
market-based performance (Dickson, 1996).
Although RBV has characterised the dominant strategic management literature for decades 
with increasing importance in marketing (Day, 2001; Hunt, 2000c; Powell, 2001; Priem & 
Butler, 2001a; Rouse & Daellenbach, 2002), recent leading works have not fully 
articulated the processes by which resources and capabilities are converted into 
competitive advantages and therefore have not provided a broad-based integration o f 
marketing and RBV (Collis & Montgomery, 2008; Freeman & Cavusgil, 2007; Furrer et 
al., 2008). This study aims to provide an integration of the RBV into the INVs by 
exploring the resource and capability combinations in creating positional advantage 
leading to performance.
3 . 2 . 4  A s s o c i a t i o n  o f  R B V  a n d  P o s i t i o n a l  A d v a n t a g e  in  
In t e r n a t i o n a l  M a r k e t s
The RBV enables an understanding of the resources that underpin the alternative positional 
advantage that may be considered by a firm. Day and Wensley (1988) introduce, and Day 
(1994) elaborates upon, a potentially valuable framework. These authors suggest that an 
organisation’s .. . “complex bundle o f  skills that are deeply embedded in organisational 
routines” (Day, 1994:38) ...can lead to a positional advantage based upon innovative 
offerings and superior service. Firms that possess such an advantage should enjoy superior 
performance.
Central to contemporary strategic thinking is the notion that superior performance requires 
a business to gain and hold an advantage over competitors. Businesses seeking advantage
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are exhorted to develop distinctive competences and manage for lowest delivered cost or 
differentiation through superior customer value. Despite Porter’s (1985) suggestion that a 
firm must choose between a positional advantage based either on cost or differentiation, 
Hitt and colleagues (1997) argue that firms can implement an integrated strategy that can 
lead to both cost advantage and differentiation.
Although the resource-positional advantage-performance framework was developed in the 
domestic market context, it has been posited that the framework also holds in the 
international context for two reasons. First, the RBV is based on the assumption of 
heterogeneity among firms (Barney, 1991). The more heterogeneous the firms are that 
compete in the market, the more crucial resources and capabilities are to superior 
performance. In the international market, firms are typically more heterogeneous than 
firms in the domestic market because they are from different countries and cultures. As a 
result, resources and capabilities are crucial to superior performance in international 
markets. Second, an international firm’s distinctive marketing capabilities are rooted in its 
employees’ knowledge and skills (Hall, 1993), which are difficult for other international 
firms to match or imitate because the complex international environment makes it difficult 
and expensive to do so. Because the international market is ideally suited to meet the two 
core assumptions o f the RBV, that is, resource heterogeneity and resource immobility 
(Barney, 1991), it offers a fertile field for the application o f the RBV.
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3 . 2 . 5  A s s o c i a t i o n  o f  R B V  a n d  IE
The RBV o f the firm has become an influential perspective in international business 
research (Foss, 1999; Hitt et al., 2006; Peng, 2001; Westhead et al., 2001). Indeed, as the 
competitive world o f firms has become highly dynamic due to the spread o f globalisation 
and proliferation o f information technologies, the RBV is well placed to deal with these 
changes (V. Sharma & Erramilli, 2004).
The recent interest in the topic of accelerated SMEs’ internationalisation has revealed that 
the RBV has played an important role in the emergence o f IE (McDougall & Oviatt, 2000) 
by solving a key puzzle; how can some SMEs succeed abroad rapidly without going 
through different stages suggested by the gradual internationalisation theory? The answer 
typically focuses on the tacit knowledge about global opportunities (Peng et al., 2000) and 
the equally superb capability to leverage such knowledge in a way not matched by 
competitors (Mitchell et al., 2000; Peng & York, 2001). The RBV logic suggest that 
“precisely because it is difficult to obtain, a surplus o f  tacit knowledge on 
internationalisation is likely to provide the firm with a competitive advantage in foreign  
markets " (Liesch & Knight, 1999;385).
Some recent RBV work has further challenged the gradual internationalisation model. 
Specifically, Autio, and colleagues (2000) demonstrated that firms following the 
prescription o f the Uppsala model (Johanson & Vahlne, 1977), when eventually 
internationalising, must overcome substantial inertia because o f their domestic orientation. 
In contrast, firms that internationalise earlier usually need to overcome fewer o f these 
barriers. Therefore, SMEs without established domestic routines may outperform their
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competitors who wait longer to internationalise. In other words, contrary to the inherent 
disadvantages in internationalisation associated with SMEs as suggested by the Uppsala 
model, there may be inherent advantages of being small when venturing abroad (Liesch & 
Knight, 1999).
Overall, the RBV literature on IE seems to be still in its infancy. However, the impact of 
this emerging literature, just like the impact of SMEs that it aims to capture, is increasingly 
being felt. As more and more SMEs venture abroad, it seems safe to predict that this 
literature will grow in a more sustainable way (Peng, 2001).
In this regard, the theoretical framework of this study is based on the RBV in the context of 
IE. As the RBV explains the competitiveness o f a firm and its behaviour with reference to 
resources and capabilities (Collis, 1994; Kaleka, 2002), the present study mainly adopts 
the approach o f RBV and examines how resources and capabilities of IN Vs form the basis 
to competitive strategy and positional advantage which leverage performance.
A high performance is the consequence o f adequate knowledge and information acquired 
from organizational resources and its deployment to meet strategic goals (Hunt & Morgan, 
1995). The premise in this study is that INVs depend on modelling the resources and 
capabilities available and on the overall direction provided in the firm’s performance.
According to these perspectives, the present study, on the one hand, is consistent with the 
RBV and, on the other hand, it extends the RBV to INV literature by explaining how the 
resources and capabilities available to young international start-ups are integrated and 
shared in order to be associated with the competitive strategy choices to determine
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positional advantage and performance. Thus, the main questions are how to model these 
resource and capability combinations relevant to INVs to create and maintain positional 
advantage and achieve superior performance.
3 . 3  C o n c e p t u a l  M o d e l
Drawing upon the fundamental principles o f the RBV theory in an international context, 
and looking for explaining positional advantage through a RBV o f INVs the conceptual 
model proposed in this study is exhibited in Figure 3.1.
The seven key components of the model are: (1) resources, (2) capabilities, by which 
selected combinations o f resources are developed and transformed to create value 
offerings. This is followed by strategic choices regarding how the venture will compete for 
target customers are leveraged through (3) competitive strategies, which are devised with 
the intent to achieve (4) positional advantage in selected markets with (5) performance 
implications (Morgan et al., 2004; Oliver, 1997; Sapienza et al., 2006; Teece et al., 1997).
Owing to the fact that INVs are exemplar highly entrepreneurial firms being able to adapt 
in the complex environments o f globalisation, it is expected that they sustain an (6) EO that 
impacts on resources, capabilities, competitive strategy and performance (Knight, 2000; 
Wiklund & Shepherd, 2005b).
Resources and capabilities o f INVs are considered antecedents of positional advantage. 
Therefore, the adequate resource and capability identification and sharing becomes crucial 
for the subsistence and performance of firms, especially in the highly uncertain
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international markets. (7) Ambidextrous innovation strategy promotes integration across 
the company and encourages resources and capability identification and sharing by 
balancing exploration and exploitation activities (Cheng & Van de Ven, 1996; Han & 
Celly, 2008; He & Nie, 2008).
This investigation integrates some aspects o f  dynamic capability theory as a complement to 
the RBV. The integration o f EO and ambidextrous innovation strategy in this study is an 
important factor to build upon this argument. In this regard, this study builds on the idea o f 
organisational imprinting, the process by which events occurring at key developmental 
stages have persistent and possibly lifelong consequences (Hannan, 1998; Stinchcombe, 
1965). The proposed argument lies in the fact that the earlier a firm internationalises, the 
more deeply imprinted its dynamic capability for exploiting opportunities in foreign 
markets will be. By exposing young firms to multiple and diverse exogenous and 
endogenous stimuli, such as competitive conditions and resource demands respectively, 
early exposure to internationalisation creates an internal imprint for adjustability to 
uncertain environments and an internal receptivity for continual change (Sapienza et al., 
2006).
As Sekaran (2003) proposes, a model must be developed after conducting the exploratory 
interview, completing a literature review and determining the research problem, this 
researcher commenced data collection with an initial set of predetermined concepts derived 
from the conceptual model which will be linked to the research questions and objectives. 
The ellipses from Figure 3.1 represent both independent and dependent latent variables, 
while the arrows indicate the direction o f the hypothesised association among the 
variables, that is, from predictor to outcome or consequence (Hoyle, 1995).
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Consequently an empirical test o f the conceptual model and hypotheses is provided in the 
following chapters to offer an insight into resource and capability combinations in creating 
positional advantage leading to performance.
3 .3 .1  P o s i t i o n a l  A d v a n t a g e : a  R B V  o f  I N V s
By explaining the key elements o f the model, Figure 3.1 is an integrating effort to develop 
a comprehensive theoretical model o f INVs’ positional advantage. This effort is based on 
resource-based and path dependant mechanisms that shape the creation and developm ent 
of positional advantage as a process (Eisenhardt & Martin, 2000; Jones & Coviello, 2005; 
VandeVen, 1992). This process includes identifiable stages and linkages between them, 
synthesized into a robust theoretical model o f explaining positional advantage through a 
RBV of INVs.
The conceptual model is conceptualized at the same level as the RBV theory on which it 
draws. Assessing the relationships at this level o f analysis required treating the variables in 
this model as higher order constructs (Kim et al., 2006; Matsuno & Mentzer, 2000; 
Morgan et al., 2004; Zou & Cavusgil, 2002), see Section 7.4.1.
Consistent with the RBV and dynamic capability theory as a complement to the RBV, the 
conceptual model indicates that both the resources and capabilities available have a direct 
effect on the INV’s positional advantage in its target international market (Collis, 1995; 
Day & Wensley, 1988; Morgan et al., 2004).
Strategy matters most during times o f change. As markets become more globally 
integrated and new forms o f technology and competition arise, INVs cannot rest on their
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laurels. Finns must adapt and exploit the changes in their environment, while seeking 
opportunities to create change through strategic innovation managed by a competitive 
strategy. Creating, adapting to, and exploiting change is inherently entrepreneurial. But 
entrepreneurial activity of this sort does not imply a lack o f strategy or organisation. 
Indeed, effective change often requires both. To survive and prosper under conditions of 
change, firms must develop dynamic perspectives to create, extend, and modify the ways 
in which they make their living (Day & Reibstein, 1997; Helfat et al., 2007).
In addition, the conceptual model suggests dynamism regarding a growing body of 
research based on EO for the conception, development, configuration and maintenance o f 
dynamic perspectives in new ventures (Zahra, 2006) and the path dependant mechanisms 
to create and develop dynamic capabilities. In this respect, EO fertilises the model through 
four different constructs: resources, capabilities, ambidextrous innovation strategy and 
performance.
Moreover, the conceptual model suggests dynamism by enabling the firm to integrate, 
build and reconfigure internal and external competences to address rapidly changing 
environments (Day & Reibstein, 1997; Ghemawat & Pisano, 2001; Porter, 1991). Firms 
must strike a balance between exploration and exploitation to maintain their current 
position and a sustainable competitive advantage (Menguc & Seigyoung, 2008). The 
ability of a firm to advance appropriately and rapidly is based on a competitive strategy 
that allows firms to decide which paradoxical strategy can be executed to achieve superior 
performance. The relationship between ambidextrous innovation strategy and competitive 
strategy test this topic.
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The conceptual model pictorially demonstrates the series of causal relationships of 
constructs under study. The hypothesised relationships in the model have been based on 
substantive theoretical arguments, current research thinking and directions from the 
literature reviewed as well as the suggestions from the exploratory interviews which have 
been reviewed in the preceding chapters and sections.
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FIGURE 3.1. Conceptual Model
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3 .4  In t r o d u c t i o n  o f  t h e  V a r i a b l e s  u s e d  in  t h e  S t u d y
Concurrent with the growing importance o f the international activities of firms, including 
exporting, the past decade has witnessed an explosion of the interest in the RBV among 
researchers studying firm performance (Conner, 1991; Peteraf, 1993). From this 
perspective, firms are idiosyncratic and somewhat “sticky” bundles of resources, with 
resource heterogeneity leading to inter-firm differences in positional advantages in the 
market places in which they compete. Positional advantages achieved by a firm through the 
deployment of its available resources are sustained by the inability o f competitors to either 
imitate the firm’s mix o f resources or to substitute alternative resources that allow 
achievement of the same positional advantage.
The key components of the conceptual model are: sources of advantage, concerning the 
development o f superior skills by the INV firm (resources, capabilities, competitive 
strategy, EO, ambidextrous innovation strategy); positional advantage representing the 
realised strategy o f the INV regarding the value delivered to overseas customers; and, 
performance, concerning outcomes.
3 .4 .1  P o s i t i o n a l  A d v a n t a g e
The notion that superior performance requires a firm to gain and hold an advantage over 
competitors is central to contemporary strategic thinking. Firms seeking advantage are 
exhorted to develop distinctive competences and manage for lower costs or differentiation 
through superior customer value (Day & Wensley, 1988).
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Along these lines, competitive advantage in the marketing and strategy literature alludes to 
positional superiority o f the firm in the market or market segment in which it operates. 
This superiority is based upon delivering superior customer value and/or on achieving 
lower costs in comparison with competitors (Hooley & Greenley, 2005). In this regard, 
positional advantage in this study is conceptualised as a superior marketplace position that 
captures the provision o f superior customer value and the achievement of lower relative 
costs (Day & Wensley, 1988).
The drivers of positional advantage are high leverage resources that do the most to lower 
costs or create value to customers. Each activity in a firm’s value chain is influenced by the 
combined effect o f these drivers. Cost drivers are the structural determinants of the cost o f 
each activity that are largely under a firm’s control. Cost drivers determine cost advantage. 
Cost advantage affects the perceived venture’s value offering in the international market. 
On the other hand, drivers of differentiation represent the underlying reasons why and 
activity is executed in a unique or superior way. Drivers o f differentiation determine 
differentiation advantage based on superior customer value (Day & Wensley, 1988).
In terms of the this study, the extant literature, together with a series of pre-study, 
exploratory interviews with export executives, suggested the relevance of the following 
types of positional advantage achieved in the international context. Regarding the 
perceived venture’s value offering in the international market, cost advantage corresponds 
to the first type o f positional advantage used in this study. Considering the differentiation 
advantage based on superior customer value, promotion advantage; and, marketing product 
advantage correspond to the second and third type of positional advantages used in this 
study.
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Cost Advantage
When a firm intends to compete in the selected market by establishing a cost advantage, a 
variety of internal skills and resources are likely to be deployed in the achievement o f  this 
goal (Phillips et al., 1983). More specifically, pricing and communication capabilities may 
facilitate the adoption o f a cost advantage in a particular international market, indicating 
lacunas in the fulfilment of customer needs for low-cost products. The possession o f 
information related to doing business in the international market and the knowledge o f the 
competitors, would lead to an effective response to competitor’s pricing tactics. This 
superior quality in the channel relationships may be employed to achieve production cost 
reduction based on a cost leadership competitive strategy (Hill, 1988).
Promotion Advantage
Promotion advantage is based on the knowledge that occurs when the customer is familiar 
with the brand and holds some favourable, strong and unique brand association in memory. 
It includes the degree in which a particular brand is associated with the general product 
category, known as share o f mind (Baker et al., 2005; Morgan et al., 2006). One o f  the best 
examples of brand association is when a consumer asks for a product by a specific brand 
rather that the general name, i.e. a person wanting facial tissue may ask for Kleenex.
Marketing Product Advantage
Marketing product advantage includes the product availability for customers and the 
product design and style. Availability is becoming an increasingly important issue for 
customers and is related to the delivery speed to customers. The reduction o f lead times 
and ensuring availability o f the product to the customers at the right time is an essential 
ingredient of marketing product advantage. This controlled supply o f products is a result o f
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co-ordination o f brand and its relationships between customer, marketing and production 
teams working efficiently to fulfill consumers' desires (Ritter & Walter, 2003).
Product design differentiates the venture value offering from those of competitors as it 
satisfies a broad array of requirements in a condition of balanced effectiveness. The design 
takes into consideration the particular manufacturing facilities, available materials, know­
how, and economic resources o f the manufacturer. The product should appear significant, 
effective, compatible with the culture, and appear to be worth more than the price 
(Calantone et al., 2006).
3 . 4 . 2  R e s o u r c e s
The RBV literature highlights the importance of identifying specific resources that are 
valuable in a particular research context (Rouse & Daellenbach, 1999). Resources are the 
tangible and intangible entities available to the firm that enable it to produce efficiently 
and/or effectively a market offering that has value for some market segment or segments 
(Barney, 1991; Wemerfelt, 1984). Resources carry the potential of strengthening the 
competitive position of the firm (Barney, 1986; Hall, 1992). Resources, along with 
capabilities, should be defined and assessed relative to competitors (Collis, 1995; Collis & 
Montgomery, 2008). This is a critical task which implies comparison with the resources 
possessed by competitors. It should be noted, however, that making comparisons o f this 
type is impeded by the difficulty in marinating objectivity in such a judgement, as well as 
by the inherent complexity o f a number o f resources. As a further step, firms would be
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particularly interested in those resources that may lead to a sustainable competitive 
advantage (Barney, 1991; Grant, 1991; Wemerfelt, 1984).
O f primary interest of a firm is to identify those resources that may play an important role 
in shaping its competitive position. Resources which are valuable, rare, imperfectly 
imitable and non-substitutable (Barney, 1991; Collis, 1995; Peteraf, 1993) should be 
expected to sustain their value over time. Interesting is to notice that since the early work 
o f Barney (1991) human resources was included in his resource categorisation and later 
this explanation was developed further by Barney and Delwyn (2007) arguing that a 
variety o f firms have attempted to develop their human resources to provide sources of 
sustainable competitive advantage.
In their work Barney and Delwyn (2007) explained how human resources can create value 
in the firm. However value is a necessary but not sufficient criterion for competitive 
advantage. If the same characteristic o f human resources is found in many competing 
firms, then that characteristic can not be a source o f competitive advantage for any of 
them. Valuable, but common characteristics o f human resources provide only competitive 
parity, ensuring that a firm is not at a substantial competitive disadvantage because it does 
not posses this characteristic. Thus, it is important to develop and exploit rare 
characteristics o f the firm’s human resources to gain competitive advantage. In this regard, 
Barney and Delwyn (2007) detailed how valuable and rare characteristics o f a firm’s 
human resources can provide above-normal profits for the firm in the short tern, however, 
if other firms imitate these characteristics, then over time the characteristics will provide 
no more than competitive parity. Therefore, the firm must attempt to develop and nurture 
characteristics o f the firm’s human resources that cannot easily be imitated by competitors
123
neither substituted. According to Quick (1992) maybe other firms could equal the cost, 
maybe other firms could equal the quality o f the service and constitutes a great value, but 
the one thing they would find it impossible to equal very easily is the spirit o f the people 
and the attitude they manifest tow ard customers. In other words, human resources serve as 
a source o f sustained com petitive advantage when they create value, are rare, virtually 
impossible to imitate and not substitutable.
Grant (1991) added to human resources, another two categories: financial and reputational. 
Lack o f resources to finance international operations has frequently been identified as a 
critical problem which firm s experience in their attempt to initiate internationalisation 
and/or maintain a global com m itm ent (Leonidou et al., 2007). This may be so, as 
international engagement dem ands far more working capital and financial liquidity in 
comparison with domestic business operations (Reid, 1983). The reasoning supporting the 
relationship between financial resources and competitive advantage in the international 
markets is straightforward (G ran t, 1995; Leonidou & Kaleka, 1998). Spare financial 
resource capacity provides the m eans for additional investments in personnel development 
and training, setting up distribution networks, creating raw materials reserves and 
establishing facilities that m ay  be required for creating an attractive offering for the 
international market (M adsen et al., 2000). According to this perspective, financial 
resources are valuable and som etim es rare. However, they can be imitable and sometimes 
substitutable. Furthermore, recen t studies of Song and colleagues (2008) based on previous 
work o f Robinson and M cD ougall (2001) argue that the possession and deployment of 
financial resources can facilitate success in new ventures.
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Reputational resources regard the public perception o f the firm (Fombrun & Shanley, 
1990). Therefore, they are associated positively with customer loyalty, market share, and 
sales (Dowling, 2006; Fernhaber & M cDougall-Covin, 2009). According to Hall (1992), 
intangibles such as reputational resources are most likely to satisfy the conditions 
necessary to generate competitive advantage. Reputational resources are valuable, rare, 
inimitable and non substitutable. Because o f this they serve as a source of sustained 
competitive advantage.
While INVs-related resources have not been discussed explicitly in the RBV literature, and 
based on the above discussion, this research focuses on reputational, financial and human 
resources.
Reputational Resources
Senior managers have only recently started to focus on brands as assets and on brand 
reputation as a major component of an organization's marketplace value (Knox, 2004). 
Strategic management theory suggests that favourable reputations can create a competitive 
advantage and affect corporate performance. Reputation takes the form of an intangible 
asset that is closely tied to the firm and available to use over the long term (Hall, 1992; 
Wemerfelt, 1984). Brand reputation is among the few remaining tools that firms can use 
for differentiation. A strong reputation offers the leading firm a valuable resource that it 
can continue to exploit to sustain its position in the market. Reputational resources enhance 
trust and confidence based on the credibility in the firm, leading individuals to feel safe in 
buying its products (Dowling, 2006).
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Financial Resources
Financial resources regard to the availability of money in the form of cash, securities, 
creditors, loan facilities, etc possessed by a firm. Given the financial liquidity requirements 
international operations, financial resources include the level o f financial resources 
available, access to capital, speed of acquiring and deploying financial resources and the 
size o f the financial resources devoted for the venture (Leonidou & Kaleka, 1998; Morgan 
et al., 2006).
Human Resources
Most o f corporate annual reports boldly state that the firm’s people are its most important 
asset (Gomez-Mejia, 1988). Following numerous human resource scholars (Boxall & 
Steeneveld, 1999; Huselid et al., 1997; Lado & Wilson, 1994; Wright et al., 2001), firm ’s 
human resources are defined as all o f the knowledge, experience, skill, and quality o f a 
firm ’s employees (Barney & Delwyn, 2007). Human resources are intangible resources 
generating rents which are normally appropriated by both, the individual(s) associated with 
the deployment and collectively by the firm (Castanias & Helfat, 1991; Collis & 
Montgomery, 2008). Grant (1995) regards that human resources lead to competitive 
advantage.
Recognizing the fact that people are one o f the firm’s greatest assets, business leaders 
across the globe are coming to rely more upon effective processes to use human resources 
to formulate strategy. The knowledge, experience, skills and quality of the personnel are 
taken into account for strategy implementation (Morgan & Hughes, 2007).
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3.4.3 C a p a b i l i t i e s
“Capabilities are complex bundles o f skills and collective learning, exercised through 
organisational processes that ensure superior coordination o f functional activities” (Day, 
1994:38).
Capabilities differ from resources in that they cannot be given a monetary value, as can 
tangible plant and equipment. The reason for this is that capabilities are so deeply 
embedded in the organisational routines and practices that they cannot be traded or 
imitated easily (Collis, 1994). It is not an easy task to enumerate all possible capabilities, 
because every business develops its own configuration of capabilities that is rooted in the 
characteristics of the market, previous commitments and anticipated requirements. 
However certain types o f capabilities can be recognised in INVs, corresponding to the core 
processes for creating value (Sapienza et al., 2006). These capabilities include: 
distribution, service, pricing  and communication.
Distribution Capabilities
The configuration o f INVs’ routines to provide superior support to distributors and develop 
a close relationship in working with them, are known as distribution capabilities. Anderson 
and Coughlan (1987) and Lilien (1979) argue that differentiation advantages, such as 
branding, require a high degree o f knowledge about customers. These requirements 
necessitate that INVs and distributors maintain a close relationship so that INVs could 
have a strong influence on distributors (Keegan, 1984) in terms of offering superior 
customer service.
127
International operation incurs various costs, including foreign market research, negotiation 
with distributors, shipping, tariffs and duties, and mandatory adaptation o f product and 
promotion. In the absence o f a strong relationship between an INV and its foreign 
distributors, the costs of international marketing are high because the potential 
opportunistic behaviour of foreign distributors increases the costs associated with 
contractual negotiation and enforcement. Improper adaptation o f product and promotion 
due to lack o f cooperation from distributors further increases the cost for an INV (Zou et 
al., 2003).
In contrast, if a close relationship exists between an INV and a distributor, trust and 
commitment in the international channel increase, and the potential opportunistic 
behaviour o f both parties decreases (Morgan & Hunt, 1994). When trust and commitment 
are increased, the cost of negotiation declines. Therefore, product and promotion 
adaptations are more effective (Cavusgil & Zou, 1994).
Service Capabilities
Purchasing considerations pertaining to the service offerings can be extensively found in 
studies on the performance and service oriented capabilities. Although the importance of 
pricing and reliability has traditionally been reported in the literature on the purchasing 
decision criteria, there is a tendency in recent studies toward the use of service attributes as 
a crucial factor in the purchasing process (Wilson, 1994). Given the heightened attention to 
the importance o f service-related attributes in marketing practice, the deployment of 
service capabilities in influencing the purchasing selection decision is both understandable 
and warranted (Katsikeas et al., 2004).
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It should be noted that purchasing firms take into account multiple criteria in their supplier 
selection and evaluation decisions. Some decisions criteria are more important in 
comparison with others. For instance, while many purchase decisions rely on the product’s 
price as a choice factor, a significant and increasing number of buying firms look beyond 
price to the impact of the purchase on their cost. A buyer may be willing to accept a higher 
price if the seller’s capabilities (e.g., after sales service) can facilitate the reduction of the 
buyer’s overall costs.
Communication Capabilities
The effective marketing communications management is considered a communication 
capability. In particular the literature has highlighted the important role o f information 
regarding customers, competitors, channel members, and the broader market environment 
in the successful development and execution o f marketing strategy (Jaworski & Kohli, 
1993). Information sharing among parties in the relationship and feedback facilitates 
information processing about the market (Duncan & Moriarty, 1998). When the venture 
enhances the ability to gather competitor information, such as competitors’ cost structures 
and competitive behaviours information, the venture can initiate effective cost-containment 
programs, which leads to low-cost advantage. In addition, the quality o f the channel 
relationships, information related to doing business in this market reinforces the 
development o f advantages (Zou et al., 2003).
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Pricing Capabilities
Managers in firms without effective pricing processes may be unable to set prices that 
reflect the wishes of its customers or the adequate response to competitor’s pricing tactics. 
As a result, resources may be used ineffectively. The customers and the firm may misuse 
their resources. Firms must invest in resources and routines to develop the ability to set the 
right prices. In this regard, pricing is a capability (Dutta et al., 2003).
From a resource-based view, a firm can enjoy a competitive advantage by “ implementing a 
value-creating strategy' not simultaneously implemented by large numbers o f  other firm s’'’ 
(Barney, 1991:107). Firms can, for example, create value by combining and developing 
resources in ways that improve products or that lower costs (Peteraf, 1993). Even when a 
firm has created value, however, it might not generate economic rents. In addition to 
creating value, a firm must also set the right prices to capture the potential rents. Pricing is 
an important means by which a firm appropriates value through market-based exchange. If 
a firm sets prices too low, it may cede some o f the value created to the customer. In 
contrast, if  the firm sets prices too high, then the quantity sold will be too low. A firm's 
ability to set the right prices is an important means o f appropriating value and therefore an 
important determinant o f the ability of a firm to generate rents.
Very little literature, however, has directly addressed the process by which firms set or 
change prices (Rao et al., 2000; Rao, 1984). Some recent research, however, indicates that 
the price-setting process may be sufficiently complex to merit attention. Following the 
resource-based view, these processes for setting or changing prices are capabilities that a 
firm can use as a basis for competitive advantage (Wemerfelt, 1984; Peteraf, 1993; Teece, 
Pisano, and Shuen, 1997). Given that a firm has created value, it is not a foregone
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conclusion that the firm will capture that added value by setting the right prices. Rather, 
firms must develop that ability in its pricing processes. Further, these processes are 
imperfectly imitable because o f time decompression diseconomies (Dierickx and Cool, 
1989). A firm cannot simply purchase the systems and skills required for pricing 
effectively. Instead, a firm must tailor and develop its pricing systems and processes to 
meet both its own and its customers' requirements.
Finns that respond quickly to market changes have inherent competitive advantage 
because “heterogeneity in supply is always changing” (Dickson, 1992:71). The quick 
response to competitor’s pricing tactics and customer needs may offer firms strong 
motivation to find ways to reduce costs without affecting the quality o f the output. In this 
regard, pricing capabilities is the effective use and managing of pricing skills and tactics to 
meet competitor challenges and customer changes in the market.
Central to any pricing decision in IN Vs, this study takes into account responding quickly to 
competitors’ pricing tactics and customers’ changes. These processes are supported by 
communicating pricing structures and levels to customers.
3 . 4 . 4  C o m p e t it iv e  S t r a t e g y
A firm can outperform its rivals only if it can establish a difference that it can preserve. It 
must deliver greater value to customers or create comparable value at a lower cost (Porter, 
1980). Previous studies on export venture performance have identified competitive strategy 
as an antecedent of positional advantage (Morgan et al., 2004). However, competitive 
strategy is not automatically linked to positional advantage, only when superior resources
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and/or its deployment into capabilities are mediated jointly by strategic choices. Therefore, 
competitive strategy leads to positional advantage when competitive strategy comes from 
the accurate identification o f the handful o f resources that have the greatest leverage on 
position and performance (Hunt, 2000b; Spanos & Lioukas, 2001).
Much of the understanding of competitive strategy can be traced to Porter’s seminal low- 
cost-differentiation-focus framework. Recently, however, there have been key 
developments that evoke a re-conceptualisation o f the Porter-based perspective on 
competitive strategy.
The pace and intensity of change in the global business environment have become much 
more pronounced during the past two decades. As a result, speed understood as the 
response time to competitors and customers, has become more valuable as a competitive 
weapon. In addition, the Internet has minimised the importance of physical boundaries and 
distance, and can enable firms to serve larger markets more efficiently (Parnell, 2006).
A key concern o f business strategy is the link between the competitive strategy adopted by 
an organisation and its performance. According to Porter, a business can maximise 
performance either by striving to be the low cost producer in an industry or by 
differentiation its line o f products or services from those of other businesses; either of these 
two approaches can be accompanied by a focus o f organisational efforts on a given 
segment o f the market. Further, a business attempting to combine emphasis on low costs 
and differentiation invariably will end up “stuck in the middle” (Porter, 1980:41). This 
notion o f incompatible strategies received considerable early support (Dess & Davis, 1984; 
Hambrick, 1981, 1982; Hawes & Crittendon, 1984). However, later studies challenged it
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by proposing to combine low cost and differentiation strategies (Buzzel & Gale, 1987; 
Buzzel & Wiersema, 1981; Hall, 1983; Hill, 1988; Murray, 1988; Parnell, 1997; Phillips et 
al., 1983; Proff, 2000; White, 1986; Wright, 1987). Whereas Porter contends that the 
assumptions associated with low costs and differentiation are incompatible, those in the 
“combination strategy school” have argued that businesses successfully combining low 
costs and differentiation may create synergies that overcome any tradeoffs that may be 
associated with the combination.
Proponents o f the combination strategy approach, base their arguments not only on a broad 
economic relationship but also on anecdotal evidence demonstrating how individual firms 
have identified such relationships unique to one or a small group of firms in an industry. 
Competitive strategies include: delivery differentiation, marketing differentiation, and cost 
leadership.
Delivery Differentiation
Since the paper by Stalk and Hout (1990) on time-based competition, there has been 
extensive research on the effects o f customer responsiveness as a strategic competitive 
weapon. Since the late 1980s, a large volume of literature has recognised that customer 
demand increases with lower delivery times as well as with lower prices (So, 2000). 
Karmarkar (1993) pointed out that lead times are most probably inversely related to market 
shares or price premiums or both. So and Song (1998) noted that shorter delivery times can 
allow a price premium. Also, customers may be willing to pay a price premium for shorter
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delivery times. The length o f the delivery time is a decision variable that directly affects 
overall demand and a reliability constraint is used to ensure a satisfactory service level 
once the delivery time is selected (Ray & Jewkes, 2004).
Marketing Differentiation
Marketing differentiation works to deliver greater exchange value through branding, 
advertising, and other unique marketing techniques. Marketing and customer-linking skills 
are more relevant for marketing differentiation strategies (Day, 1994). In this regard, 
marketing differentiation strategies provides uniqueness and points o f difference through 
communication to build awareness, as well as with new and differentiated product 
offerings (Menguc et al., 2007).
Cost Leadership
Cost leadership focus on minimising cost by being the lowest provider in the market. In 
order to provide customers with lower prices than competitors, some companies experience 
control in expenses such as selling and promotion (Hill, 1988).
3 . 4 . 5  E n t r e p r e n e u r i a l  O r i e n t a t i o n
The conceptualisation o f EO has been the focus of systematic inquiry in the literature 
(Covin et al., 2006). In this regard, there is no general accepted definition of EO (Lyon et 
al., 2000). The conceptualisation of EO depends on the purpose of the research at hand
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(Jantunen et al., 2005). In this study, EO refers to the process, practices, and decision­
making activities that lead to new entry. Thus, it involves the intentions and actions o f key 
players functioning in a dynamic generative process aimed at new creation. The key 
dimensions that characterise an EO include a propensity to act autonomously, the 
willingness to take risks and a tendency to be proactive relative to marketplace 
opportunities (Lumpkin & Dess, 1996). The extent to which each of these dimensions is 
useful for predicting the nature and success o f a new undertaking may be contingent on 
external factors. Small young firms, such as INVs, might exhibit dependency on risk- 
taking, more than older and larger firms to achieve improved performance (Wiklund & 
Shepherd, 2005b). In addition, taking an initiative by anticipating and pursuing new 
opportunities with a proactive attitude in an autonomous way facilitates INVs to establish 
themselves in a global marketplace (Mathews & Zander, 2007).
Autonomy
Autonomy refers to the freedom guaranteed to individuals and teams in an organisation to 
exercise their creativity developing promising ideas. Thus, an important impetus for new- 
entry activity is the independent spirit necessary to further new ventures (Brock, 2003; 
Lumpkin et al., 2009).
Proactiveness
Economics scholars since Schumpeter (1934) have emphasized the importance o f initiative 
in the entrepreneurial process. Several authors have emphasised the importance o f first-
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mover advantage as one of the best strategies for capitalising on a market opportunity 
(Lieberman & Montgomery, 1988). By exploiting asymmetries in the marketplace, the 
fiist-mover can capture unusually high profits and get a head start on establishing brand 
recognition. Thus, taking initiative by anticipating and pursuing new opportunities is often 
referred as proactiveness (Lumpkin & Dess, 1996).
Risk Taking
Risk taking denotes the willingness to make investments in projects that have uncertain 
outcomes or unusually high profits and losses (Lumpkin & Dess, 1996). Risk taking is an 
important dimension of EO as entrepreneurial firms tends to experience a higher level o f 
external and internal uncertainty (Wang, 2008).
3 A 6  A m b i d e x t r o u s  In n o v a t i o n  S t r a t e g y
To be ambidextrous, firms have to reconcile internal tensions and conflicting demands in 
their task environments. Whereas earlier studies often regarded these trade-offs 
insuperable, more recent research has presented a range o f organisational solutions to 
support ambidexterity (Raisch & Birkinshaw, 2008).
Whereas Duncan (1976) was one o f the first to use the term ambidexterity, it is M arch’s 
(1991) landmark article that has frequently been cited as the catalyst for the current interest 
in the concept. March proposes that exploitation and exploration are two fundamentally 
different activities between which firms divide their attention and resources. Whereas
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exploitation is associated with activities such as “refinement, efficiency, selection, and 
implementation”, exploration refers to notions such as “search, variation, experimentation 
and discovery ’ (March, 1991:102). Exploitation and exploration may require therefore 
fundamentally different organisational structures, strategies and contexts.
Several scholars maintain that there is a trade-off between aligning the organisation to 
exploit existing competencies and exploring new ones (Ancona et al., 2001). Earlier 
research had often claimed that strategy practices that simultaneously address efficient 
exploitation and effective exploration may be impossible to achieve (McGill et al., 1992). 
Much o f contemporary management theory had thus presented strategy in terms of 
discrete, contrasting categories, forcing firms to focus on either exploitation or exploration 
(Ghemawat & Ricart i Costa, 1993). In his 1991 article, March conversely argues that 
organisations need to be aligned to both exploitation and exploration. A one sided focus on 
exploitation may enhance short-term performance, but can result in a competency trap 
because firms may not be able to respond adequately to environmental changes and will 
suffer from obsolescence (Leonard-Barton, 1992). Conversely, too much exploration may 
enhance a firm’s ability to renew its knowledge base but can trap firms in an endless cycle 
of search and unrewarding change (Volberda & Lewin, 2003). Levinthal and March (1993) 
conclude that survival and success depend on a firm’s ability to engage in enough 
exploitation to ensure the firm ’s current viability and to engage in exploration to ensure 
future viability.
In addition, it is important to consider that the challenges of the internationalisation process 
cause firms to seek an alternative route to increased performance. Tushman and O ’Reilly 
(1996) suggest that firms capable o f simultaneously pursuing exploration and exploitation
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are more likely to achieve superior performance than firms emphasizing one at the expense 
of the other. As mentioned in section 1.6 , the present investigation focuses ambidexterity 
on the context of technological innovation based on the way how firms commercialize new 
technological knowledge and ideas into new products or processes (He & Wong, 2004).
Exploitation
Early literature of exploitation argues that exploitative activities are those that build upon 
existing products and technologies and are efforts to seek competitive advantage through 
technical enhancements or cost advantages. Exploitation requires the efficiency and 
consistent implementation that common understandings facilitate (Levinthal, 1997). 
Exploitation involves incremental innovation, implementation, refinement, based on 
routines and efficiency (Beckman, 2006). This study refers to an exploitative innovation 
dimension to denote technological innovation activities aimed at improving existing 
product-market positions (He & Wong, 2004).
Exploration
Espoused by Aldrich (1999) explorative activities include efforts to win a technology race 
in a new niche or gain competitive advantage by introducing new generations o f products, 
extending product range and entering into new technology fields. Exploration involves 
radical innovation, creating new markets and product, experimentation, broad search and 
discovery (Katila & Ahuja, 2002; Miner et al., 2001). This study refers to an explorative
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innovation dimension to denote technological innovation activities aimed at entering new 
product-market domains (He & Wong, 2004).
3 . 4 . 7  PERFORM ANCE
A sizeable body of IB research is devoted to building knowledge about the determinants of 
performance. Most of the studies do not measure performance in a manner that captures 
the multifaceted nature of the construct. However, there is a consensus in the IB field 
regarding the multidimensional nature of the performance construct (Arino, 2003).
While some studies use multiple measures o f performance (Francis & Collins-Dodd, 2000; 
Lu & Beamish, 2001b; Luo, Shenkar, & Nyaw, 2001), these studies often use multiple 
measures sampled from the same conceptual performance domain, for example, multiple 
financial performance measures. Thus, rather than examining measures from across the 
three performance categories (effectiveness, efficiency and adaptiveness), they provide a 
narrow perspective of antecedents on performance elements. In order to create a 
multidimensional approach, and supported by recent IB literature (Hult et al., 2008), three 
measures o f performance have been suggested in this study: effectiveness, efficiency and 
adaptiveness.
Effectiveness
Effectiveness regards the degree to which the desired organisational goals are achieved. 
Effectiveness is the success o f a venture’s product and programs in relation to those of its 
competitors in the market (Vorhies & Morgan, 2003). Effectiveness is a way to measure
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operational performance as it includes market outcomes, such as market share (Hult et al., 
2008).
Efficiency
Efficiency regards the ratio of organisational resource inputs consumed to goal outcomes 
achieved (Vorhies & Morgan, 2003). Efficiency can be measured as financial performance 
indicated by ratios such as return on investment, return on sales and profit margin (Hult et 
al., 2008).
Adaptiveness
Adaptiveness regards the adequate response over time to changing conditions and 
opportunities in the environment. Adaptiveness includes data related to new venture 
products such as the number, revenue and time to market. It also includes the response to 
competitors product changes in the market (Walker & Ruekert, 1987).
3 . 5  R e l a t i o n s h i p  b e t w e e n  R e s o u r c e s  a n d  C a p a b i l i t i e s
Concurrent with the growing importance of the international activities o f firms, including 
exporting, the past decade has witnessed an explosion o f the interest in the RBV among 
researchers studying firm performance (Conner, 1991; Peteraf, 1993). From this 
perspective, firms are idiosyncratic and somewhat “sticky” bundles o f resources, with 
resource heterogeneity leading to inter-firm differences in positional advantages in the 
market places in which they compete.
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Research on resources is voluminous. Firm resources were viewed as the factors of 
production, that is, tangibles such as land, labour, and capital. However, Penrose (1959) 
consciously avoided the term ‘factors o f production’ and viewed the firm as a collection of 
productive resources; therefore, her work introduced the notion o f intangibles into the 
context o f firm resources.
Additionally, recent theoretical contributions distinguish between capabilities and 
resources available to the firm (Grant, 1996; Helfat et al., 2007; Makadok, 2001; Teece et 
al., 1997). A resource in the broadest sense is anything upon which an organisation can 
draw in an effort to accomplish its aims. In a narrower sense, a resource is a tangible, 
intangible, or human asset upon which an organisation can draw. Capability refers to the 
capacity to perform a particular task, function or activity. Capabilities, unlike resources, 
capture the process domain of deployment (Hughes et al., 2007; Madhavaram & Hunt, 
2008). According to Slotegraff and colleagues (2003:296), "deployment occurs when 
resources are put into action ”.
In the context of this study, resources are the firms’ tangible or intangible controlled assets 
that constitute the raw materials available to the INVs. Capabilities are organisational 
processes of the INV by which available resources are developed, combined, and 
transformed into value offerings for the international market (Amit & Schoemaker, 1993; 
Day, 1994; Helfat et al., 2007). In the INVs literature this process is present at a much 
faster rate. Firms entering foreign markets step-by-step can adjust their resources and 
capabilities gradually, whereas INVs need to respond very fast to opportunities in the 
global marketplace. Rapid globalization is expected to put extremely high pressure on 
deploying key resources for a faster, deeper, and more expansive global commitment.
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INVs, often have limited resources and capabilities that are required for global expansion, 
and therefore need to ensure sufficient and superior capabilities to be able to support the 
rapid growth requirements (Gabrielsson et al., 2004).
Scholars historically have used ‘resources’ as a general term to refer to inputs into 
organisational processes, but within INVs, strategic resources are the focus (Amit & 
Schoemaker, 1993; Barney, 1991). A strategic resource meets certain criteria: it is 
valuable, such that it reduces costs or increases value to customers, rare enough and 
difficult to imitate or substitute. Resources identified in the literature as potentially 
strategic include, reputational (Femhaber & McDougall-Covin, 2009; Morgan et al., 2006), 
financial (Leonidou & Kaleka, 1998; Morgan et al., 2006) and human (Gomez-Mejia, 
1988; Morgan et al., 2006).
Performance is substantially determined by the strategic resources the firm possesses and 
by the strategic capabilities that can be derived from them. The application of these 
internal resources and capabilities to an external context o f markets and competition is a 
critical factor contributing to the success o f the INV firm. Therefore, the resources and 
capabilities depend on each other and develop over time (Grobler, 2007).
The relationship between resources and capabilities is a primary object o f interest in 
strategy development following the RBV (Grant, 1995). While capabilities are built upon 
the effective combination of one or more resources, resources in turn might be important 
for more than one capability to come into existence (Grobler, 2007). Consequently, the 
exploratory interviews along with the literature reviewed, provided a strong indication that 
the possession of strategic resources were often at the root o f the deployment of strategic
capabilities for INVs. The term strategic referred to resources and capabilities denotes that 
they are valuable, rare, inimitable and non substitutable. In the context of this study and to 
simplify the terms, strategic resources and strategic capabilities in the hypotheses and in 
the respective construct will be termed as resources and capabilities. As a result, it is 
possible to articulate the following hypothesis:
HI: The possession o f  resources is positively related to the deployment o f capabilities
in INVs.
3 .6  R e l a t i o n s h i p  a m o n g  R e s o u r c e s , C a p a b i l i t i e s  a n d  
P o s i t i o n a l  A d v a n t a g e
While capabilities are assembled by the effective mix of resources, there is literature 
suggesting that some resources can be strategic in nature without being linked to one or 
more capabilities. Therefore, a firm can possess resources that are not related to a 
capability. This usually is the case when sheer possession of a resource makes the 
difference in competition or when resource directly translates into a positional advantage 
of the organisation (Grobler, 2007). On this basis, it is possible to hypothesis the 
following:
H2: The possession o f  resources is positively related to the positional advantage
achieved in the international market where the INVfirm competes.
The RBV emphasizes resources and capabilities as central to understanding a firm’s 
performance (Morgan et al., 2006). Additionally, the RBV is based on the assumption of 
heterogeneity among firms. The more heterogeneous the firms are that compete in the
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market, the more crucial capabilities are to superior performance (Barney, 1991; Makadok, 
2001; Teece et al., 1997). From this perspective, managers select from available firm- 
specific resources and capabilities and transform them to achieve positional advantage in 
the market (Barney, 1991; Grant, 1991). This idea was developed in the domestic market 
context. However, firms competing over international markets are typically more 
heterogeneous than firms in the domestic market because they are from different countries 
or cultures. As a result, capabilities are crucial to achieve a positional advantage in the 
international market (Morgan et al., 2004; Zou et al., 2003).
Consequently, a driver of positional advantage is the high leverage resources combined 
and deployed into distinctive capabilities to achieve positional advantage (He & Nie, 
2008). In this regard, the following hypothesis can therefore be advanced:
H3: The possession o f capabilities is positively related to the positional advantage
achieved in the international market where the INVfirm competes.
3.7 R e l a t i o n s h i p  a m o n g  R e s o u r c e s ,  C a p a b i l i t i e s ,
C o m p e t i t i v e  S t r a t e g y  a n d  P o s i t i o n a l  A d v a n t a g e
Strategy is a contested concept. The generic literature is characterised by a diverse range of 
competing theories and alternative perspectives. Traditional models of competitive strategy 
have tended to focus on exogenous factors (Porter, 1980). In contrast, the RBV of strategic 
management emphasises the importance o f endogenous factors (Penrose, 1959). With the 
relationship among resources, capabilities, competitive strategy and positional advantage,
144
this study integrates insights from the two theories, and is reinforced with the dynamics 
capabilities explained in sections 3.7 and 3.8.
Competitive strategies are planned patterns of resource and capability deployments that 
support choices about how the venture will compete for target customers and achieve its 
desired goals (Aulakh et al., 2000). The link of competitive strategy with the RBV is 
documented in the literature, where studies such as Furrer and colleagues (2008) explore 
the resource configurations, generic strategies and firm performance. In addition, Collis 
and Montgomery (2008:142) note that the RBV “inextricably links a company’s internal 
capabilities (what it does well) and its external environment (what the market demands 
and what competitors offer)”.
Positional advantage can be conceptualized as a superior marketplace position that 
captures the provision of superior customer value and the achievement of lower relative 
costs (Day & Wensley, 1988). The argument is based on the idea that resources and 
capabilities can be structural drivers o f positional advantages such as low cost and 
differentiation. Although Porter (1985) suggests that a firm must choose between a cost 
advantage positioning and a differentiation positioning, Hitt and colleagues (1997) argue 
that firms can, and in some circumstances must, implement an integrated strategy that can 
lead to both cost advantage and differentiation. The simultaneous achievements of cost 
advantage and differentiation have been empirically supported in the United States (White, 
1986) and in emerging countries (Aulakh et al., 2000).
Competitive strategies are devised with the intent to achieve advantage positions in 
selected markets (Day, 1984; Hamel & Prahalad, 1994). Capabilities and resources do not
145
automatically give an advantage to the firm; they only provide an opportunity to leverage 
its skills and resources to achieve advantages through cost and/or differentiation (Axinn & 
Matthyssens, 2002). Therefore, competitive strategy emerges as the critical factor that 
could effectuate this leveraging (Parnell, 2006).
In this regard, firms develop their strategies internally using resources and capabilities. 
Competitive strategies should enable firms to occupy certain positional advantages whether 
through differentiation and/or cost leadership (Aulakh et al., 2000; Hitt et al., 1997; Porter, 
1980; White, 1986). Thus, competitive strategies function by showing customers (external 
constituents) what the firm has to offer in terms of its resources and capabilities (internal 
strengths) (Hunt & Morgan, 1995).
Consequently, competitive strategy indirectly affects the relationship among resources, 
capabilities and its positional advantage by determining how well resources and 
capabilities are matched with market requirements (Menguc et al., 2007; Morgan et al., 
2004); the appropriateness o f planned resource and capabilities (Zou et al., 2003); and, the 
quality of strategy implementation (Morgan et al., 2006).
Firms sustain an advantage if rivals are unable to acquire and deploy a similar or substitute 
mix of resources and capabilities (Dierickx & Cool, 1989; Hall, 1993; Hughes & Morgan, 
2007; Oliver, 1997). As a result, the theoretical model postulates that both the 
combinations of available resources and capabilities to be deployed in the international 
market and the strategic choices regarding how the venture will compete for target 
customers through the competitive strategy, are associated with positional advantages 
achieved by the venture.
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From this perspective, INV managers deploy available firm specific resources and 
capabilities to form the basis to competitive strategy that impact positional advantage in 
the international market (Barney, 1991; Carbonell & Rodriguez, 2006; Hult & Ketchen, 
2001; Morgan et al., 2004; Roth & Morrison, 1992).
Furthermore, the fieldwork interviews were strongly suggestive of a positive relationship 
between competitive strategy and positional advantage in the international market. It was 
consistently understood amongst managers that INVs systematically pursuing an overall 
cost leadership or differentiation strategy achieve a privileged market position, in 
comparison with firms that do not have a clearly stated competitive strategy. Therefore, it 
is possible to advance the following hypotheses:
H4: The possession of resources forms the basis to competitive strategy pursued by
the INVfirm.
H5: The possession of capabilities forms the basis to competitive strategy pursued by
the INVfirm.
H6: The competitive strategy pursued by the INV firm is positively related to the
positional advantage achieved in the international market where the INV firm 
competes.
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3 .8  RELATIONSHIP AMONG EO, AMBIDEXTROUS INNOVATION 
STRATEGY AND COMPETITIVE STRATEGY
3 .8 .1  E O  AND IN V S
The appearance of INVs and the phenomenon of accelerated internationalisation start with 
entrepreneurial initiative and the process underlying the firm’s entry into the global 
business arena. Starting with the proactive strategising that underlines the recognition of 
new business opportunities, with autonomy absorbing the risk involved, these firms are 
appearing to exploit new opportunities created by globalisation (Mathews & Zander, 
2007).
Based on the discussion in the literature review, prior studies have tried to incorporate the 
EO literature on INVs (Rasmussan et al., 2001). Some studies underline the influence of 
EO on INVs by combining entrepreneurship and the marketing paradigm in order to 
evaluate the behaviour and performance o f SMEs affected by relevant globalisation effects 
(Knight, 2000). On the other hand, recent literature has focused on the overestimated role 
of strategic orientations, including EO, for international performance in smaller firms 
(Frishammar & Andersson, 2009).
EO can be conceptualized as a firm's strategic orientation and refers to the decision-making 
activities, processes, and practices that lead to new market entry (Lumpkin & Dess, 1996). 
The notion of EO suggests that some firms are more willing than others to continually 
search for opportunities and solutions outside the realm of their current activities (Lumpkin 
& Dess, 1996; McDougall et al., 1994). Decisions with regard to international expansion 
imply a high level of uncertainty as the finns enter physically or culturally distant markets
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or become more dependent on revenues generated in markets different from the more 
familiar domestic market (Calof & Viviers, 1995). In an international context, there are 
several studies which support the role o f entrepreneurial behaviour which in general 
identify EO as the key driver for strategic initiatives intended to enhance organizational 
performance (Knight, 2001).
Since firms high in EO are willing to undertake risky decisions, they may more readily 
accept the uncertainty embedded in further increasing cross-border activity (Lumpkin & 
Dess, 1996; Miller, 1983). Furthermore, the perceived uncertainty in foreign markets may 
be overcome by the constant seeking for new opportunities.
Therefore, when a firm proactively reflects the inertia for exploiting emerging 
opportunities, experimenting with change and mobilizing first-mover actions, a firm may 
overcome the uncertainty that arises when increasing the intensity o f its activities in that 
market (Morgan & Strong, 2003). Firms high in EO are in a better position to take 
advantage of additional foreign opportunities. Autonomy enables opportunity seeking 
(Lumpkin et al., 2009) by affording organisational members the freedom and flexibility to 
develop and enact entrepreneurial initiatives (Ireland et al., 2003). In the context of EO, 
autonomy is essential to the process of leveraging a firm’s existing strengths, identifying 
opportunities that are beyond the organisation’s current capabilities, and encouraging the 
development of new ventures (Kanter et al., 1990). Similarly, the degree of innovative 
activity may also increase the firm’s potential to leverage its existing capabilities by 
increasing the intensity of its activities in current foreign markets or by entering new 
foreign markets (De Clerq et al., 2005; Wiklund & Shepherd, 2003).
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In this regard, different combinations o f the dimensions of EO may occur depending on the 
context and type of entrepreneurial activity pursued (Lumpkin & Dess, 1996).
3 . 8 . 2  A m b i d e x t e r i t y  i n  t h e  c o n t e x t  o f  I n n o v a t i o n  S t r a t e g y
As internationalisation is inevitable and has become increasingly important in the survival 
and performance of firms, questions still remain as to which optimal strategies will achieve 
superior performance in internationalisation (Han, 2007). Recent trends show that the 
central concern of corporate strategy has to do with making choices about how much to 
invest in different types of activities. In this regard, two broad types of activities between 
which firms divide attention and resources have been proposed in the literature: 
exploration and exploitation. Exploration implies firm behaviours characterised by search, 
discovery, experimentation and risk taking, while exploitation implies firm behaviours 
characterised by refinement, implementation, efficiency, production and selection (Cheng 
& Van de Ven, 1996).
Prior research suggests that firms are more likely to develop a natural tendency to focus on 
either exploitation or exploration, but not both. Henderson and Clark refer to this tendency 
as the “competency trap ” (1990:29), Weick refers to it as a “key dilemma facing  
organisations” (1995:386), while for Levinthal and March it is a “basic unresolved 
problem ” (1993:105).
While the conceptual distinction between exploration and exploitation and their 
implications for strategy and structure have been intensively studied, there has been little
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empirical investigation of the association between the two. Notwithstanding, the 
ambidexterity premise suggested by O ’Reilly and Tushman (2004) arguing that firms need 
to achieve balance between the two in order to influence performance, it has generated 
little empirical evidence in the literature. Recently, scholars have examined ambidexterity 
in various contexts such as with performance in SMEs (Lubatkin et al., 2006). Also in the 
context of internationalisation, managing across national boundaries and retaining local 
flexibility while achieving global integration (Bartlett & Ghoshal, 2002) as well as 
examining whether ambidexterity can likewise help firms to achieve superior performance 
in internationalisation is central (Han, 2007).
Moreover, dynamic capabilities foster congruence between the firm's strategy and the 
changing business environment. Dynamic capabilities enable a firm to alter its capability 
base through the integration, adaptation, reconfiguration, gaining, and shedding of 
resources to generate new value-creating strategies (Teece et al., 1997). More pertinent to 
this discussion, dynamic capabilities have been linked to discussions of balancing strategic 
exploitation and exploration (Benner & Tushman, 2003). For example, Brown and 
Eisenhardt (1998) proposed that dynamic capabilities can enable a firm to rhythmically 
switch between exploratory and exploitive organizational strategies. In this regard, recent 
literature has identified ambidexterity as a dynamic capability based on the argument that it 
is the firm’s ability that enables a firm to adapt over time by simultaneously exploring new 
market opportunities and exploiting existing markets (O'Reilly & Tushman, 2008).
In recent years, ambidexterity has been addressed in the context of technological 
innovation. Therefore, this study proposes to test the ambidexterity in this particular
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context. Technological innovation focuses on how firms commercialize new technological 
knowledge and ideas into new products or processes, see Section 1. 6 .
While various typologies o f innovation strategy have been used in the existing innovation 
management literature, none has been explicitly grounded in the exploration versus 
exploitation construct. For example, Zahra and Das (1993) summarized the four most 
commonly used typologies of innovation strategy as: (1) pioneer versus follower posture; 
(2) product versus process innovation (or both); (3) the intensity of investment in 
innovation; and (4) the sources o f innovation (internal versus external, or both). None of 
these draws directly on the exploration versus exploitation distinction. Henderson (1999) 
classified innovation strategies into proprietary versus standards-based strategies, and 
suggested that the former may be more related to exploration, while the latter may be more 
related to exploitation, but did not pursue the relationship further.
He and Wong’s (2004) approach o f balancing exploration and exploitation provides direct 
empirical evidence on how firms prioritize their resources and capabilities for 
technological innovation. The explorative innovation dimension denotes innovation 
activities aimed at entering new product-market domains while the exploitative innovation 
dimension focuses on innovation activities aimed at improving existing product-market 
positions. Their findings suggest the need for firms to manage the tension between 
exploration and exploitation on a continuous basis. For example, through the development 
of synthesizing capability to create positional advantage out of conflicting forces as 
advocated by Nonaka and Toyama (2002).
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3 . 8 .3  RELATIONSHIP BETW EEN  E O  AND AMBIDEXTROUS INNOVATION  
S t r a t e g y
Exploration and exploitation are fundamentally different logics that create tensions. They 
compete for firms’ scarce resources, resulting in the need for firms to manage the trade­
offs between the two. However, there is a synergistic effect between the two as well, and 
hence there is a need for firms to manage the balance between the two. In this regard, 
March (1991) also suggested that maintaining an appropriate balance between exploration 
and exploitation is critical for firm survival and prosperity. As argued by Levinthal and 
March (1993:105), “the basic problem confronting an organization is to engage in 
sufficient exploitation to ensure its current viability and, at the same time, to devote 
enough energy to exploration to ensure its future viability”.
Owing to the fact that firms with EO creatively discover and exploit opportunities in the 
pursuit of competitive advantage (Morgan & Hughes, 2007; Wiklund & Shepherd, 2005b), 
they continuously need to exploit existing opportunities by deploying their resources and 
capabilities, as well as exploring new opportunities in the market. In this regard, there is 
evidence in the literature that EO is related with the firms capability of operating 
simultaneously explore and exploit strategies to achieve superior performance.
Recently, scholars have examined ambidexterity in various contexts such as ambidexterity 
and performance in SMEs (Lubatkin et al., 2006) and the interplay o f exploration and 
exploitation (Gupta et al., 2006), and in the context o f internationalisation (Bartlett & 
Ghoshal, 2002; Han, 2007). Ambidexterity does not guarantee success, however it 
increases the possibility of being able to shape the evolution of the firm (O'Reilly & 
Tushman, 2004; Tushman, 1997).
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While a firm’s ability to jointly pursue both an exploitative and exploratory orientation has 
been positioned as having positive performance effects, little is currently known about the 
antecedents and consequences of such ambidexterity in INVs (Lubatkin et al., 2006). To 
that end, this group of hypotheses focuses on the pivotal role of EO triggering the process 
of ambidextrous innovation strategy, which is essential to attaining competitive strategy in 
INVs.
Drawing on the newly formed concept of strategic ambidexterity, the present study 
proposes that EO is an antecedent of ambidextrous innovation strategy in INVs. On this 
basis it is possible to hypothesise the following:
H7: EO is positively related to ambidextrous innovation strategy in INVfirms.
3 . 8 .4  RELATIONSHIP BETW EEN AM BIDEXTROUS INNOVATION STRATEGY
a n d  C o m p e t it i v e  S t r a t e g y
Increasingly INVs compete for the same resources as multinationals locally and 
internationally right from their very inception (Lu & Beamish, 2001b). Therefore, building 
ambidextrous strategy, right from the time o f their inception, may help those firms to 
compete more effectively. Moreover, firms that pursue strategic ambidexterity in their 
internationalization effort achieve above-average internationalization performance in the 
short term and achieve above-average firm-level performance in the long term. Strategic 
ambidexterity enables a firm to carry out inherently paradoxical strategies that embody and 
manifest strategic objectives. Exploration and exploitation are paradoxical because of 
being fundamentally different logics that create tensions. They compete for firms’ scarce
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resources, resulting in the need for firms to manage the trade-offs between the two. 
However, there is a synergistic effect between the two as well, and hence there is a need 
for firms to manage the balance between the two (Han, 2007).
The competitive environment evolves in a dynamic process (Day & Reibstein, 1997; 
Ghemawat & Pisano, 2001; Porter, 1991). High velocity environments facilitate fast 
strategic decisions. Combining and recombining resources to deploy capabilities is a 
dynamic, interactive process (Eisenhardt, 1989b). The ability of a firm to progress rapidly 
and appropriately is based on a competitive strategy that allows firms to decide which 
paradoxical strategy can be executed to achieve superior performance. The world of 
globalization and technological change where INVs compete requires dynamic strategic 
decisions to adapt continuously. With an ambidextrous strategy the firm is capable of 
externally exploring and internally exploiting the findings in a balanced way (Han, 2007; 
Helfat et al., 2007). From this perspective, this study argues that ambidexterity enables the 
firm to integrate, build and reconfigure internal and external competences to address 
rapidly changing environments. In consequence, it is possible to state the following 
hypothesis:
H8: Ambidextrous innovation strategy is positively related to competitive strategy.
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3 .9  RELATIONSHIP AMONG EO, RESOURCES AND 
Capabilities
Entrepreneurial companies with EO create, define, discover, and exploit opportunities 
frequently well ahead of their rivals (Hamel & Prahalad, 1994; Miller, 1983). One source 
o f these differences lies in these firms’ developing and applying different resources and 
capabilities (Zahra, 2006). Research has shown that INVs are exemplar highly 
entrepreneurial small firms which challenge the conventional theories of incremental 
internationalisation by competing in uncertain and complex environments (Mort & 
Waeerawardena, 2006).
Given the turbulent environment posed by globalisation, it is expected that INVs
necessitate a strong entrepreneurial posture in strategy making. INVs, which may have
fewer resources to compete head to head with larger rivals, have in their favour a strong 
EO and will fare better than those SMEs that lack such an orientation (Knight, 2000).
INVs are more alert to the possibilities o f combining resources from different national 
markets possessing an unusual constellation o f capabilities (McDougall et al., 1994). In 
this regard, EO is a firm’s ability to reconfigure and utilize effectively its resources and 
capabilities (Jantunen et al., 2005). Consequently, hypotheses underpinned by this 
evidence could justifiably state that:
H9: EO is positively related to the possession o f resources.
H10: EO is positively related to the possession o f capabilities.
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3 .10  R e l a t i o n s h i p  b e t w e e n  EO a n d  P e r f o r m a n c e
Much of the literature supports EO as a key ingredient for firm success (Wang, 2008), 
more specifically in INVs (Knight, 2000). The EO-performance literature is long-standing, 
and empirical evidence has shown that firms with more EO perform better (Wiklund, 1999; 
Zahra & Covin, 1995). Most recently, Rauch and colleagues (Rauch et al., 2004), based on 
a meta-analysis of 37 studies, conclude that the EO-performance relationship is moderately 
large and that firms benefit from EO.
Passive behaviours in uncertain and complex environments characterized by evolving 
globalisation often give rise to deteriorating performance. Product-market success is likely 
to be achieved through a proactive posture that distances the firm from rivals, with a risk 
taking position, which reflects the propensity to devote resources to projects that entail a 
substantial possibility of failure. Vital also is autonomy suggesting the independent action 
of a person or a team in giving birth to an idea or a vision and then carrying it through to 
fruition (Dess et al., 1997; Lumpkin & Dess, 1996; Miles & Snow, 1978; Wiklund & 
Shepherd, 2005b).
EO has been found to lead to improved performance (Hughes & Morgan, 2007), although 
the empirical results are mixed. Lee and colleagues (2001) found only weak evidence of a 
positive relationship between EO and the start-ups’ performance, while Slater and Narver 
(2000) found no link at all with business profitability. Wiklund and Shepherd (2003) 
suggest that an EO enhances the relationship between a firm’s knowledge-based resources 
and its performance, and Naman and Slevin (1993) emphasize its fit with organisational 
structure and strategy. Lumpkin and Dess (1996) suggest that the relationship with
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performance is context-specific. Dimitratos and colleagues (2004) found that uncertainty in 
the firm’s domestic markets has a positive moderating effect on the relationship between 
entrepreneurship and international performance.
Further, the findings of Zhara and Garvis (2000) suggest that entrepreneurial activities 
enhance overall and foreign profitability as well as revenue growth. In addition they find 
that entrepreneurship moderates the relationship between environmental hostility and 
performance to the advantage of the latter. However, upon a closer examination, they 
found that the relationship between entrepreneurship and foreign performance was 
curvilinear, in a form of an inverted U-shaped. The interpretation is a possible reflection of 
“difficulties firms may experience in managing their complex foreign operations or from  
the costliness o f coordinating, directing, and managing their venturing and innovation 
initiatives in multiple foreign markets. ” (Zahra & Garvis, 2000: 486).
All this points to the fact that the issue of EO in an international context is a relevant and 
under-researched topic, and that the firm’s EO and its ability to reconfigure and utilize 
effectively its resources and capabilities have an effect on its performance in international 
markets. As EO supports opportunity recognition in new markets, there is reason to 
suppose that it has a positive effect on international performance. With reference to the 
previous, the following hypothesis may therefore be advanced:
H ll: EO is positively related to performance.
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3 .1 1  R e l a t i o n s h i p  b e t w e e n  P o s i t i o n a l  A d v a n t a g e  a n d
P e r f o r m a n c e
A positive relationship between positional advantage achieved and business performance 
has been widely proposed in the literature (Bharadwaj et al., 1993; Morgan et al., 2004; 
Varadarajan & Cunningham, 1995). Firms attempt to provide offerings that create superior 
customer value and satisfy customers. Subsequently, high customer satisfaction should 
indicate increased loyalty and profitability (Anderson et al., 1994). Alternatively, by 
reducing the cost of the delivered offering firms are likely to both attain higher profit 
margins and thus increase their profitability, or lower the product price and achieve larger 
sales volume and greater profits (Day & Wensley, 1988). The study of Menguc and 
colleagues (2007) showed that positional advantage drives not only effective firm 
performance in terms of various growth metrics but also higher returns on investments 
which improve efficient firm performance. Findings from Langerak (2003) depicted 
positional advantage as a core element o f lowering cost and adding value for customers 
while maintaining desirable profit margins. According to Hunt and Morgan (1995), firms 
that obtain positional advantages are equipped to achieve superior performance.
Therefore, positional advantages are direct antecedents of performance because the relative 
superiority of a venture’s value offerings determines target customers’ buying behaviour 
(Anderson et al., 1994; Piercy et al., 1998) and the outcomes o f this behaviour for the INV 
(Cavusgil & Zou, 1994). In view of this, it is possible to hypothesise:
Hi2: Positional advantage is positively related to performance.
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3 .1 2  C o n c l u d i n g  C o m m e n t s
This chapter has provided the theoretical framework for this study based on the critical 
literature review from the previous chapter and the theoretical framework discussion.
This theoretical framework, illustrated in Figure 3.1, shows how the seven constructs, 
which are: EO, resources, capabilities, competitive strategy, positional advantage, 
performance, and ambidextrous innovation strategy, relate with each other. Most 
importantly, the proposed framework clearly highlights the twelve hypotheses linking the 
constructs examined in this study. In essence, the model represents an attempt to ascertain 
structural characteristics, such as the determinants and consequences of modelling 
resources and capabilities in creating positional advantage, and subsequently provides 
guidelines for the data collection and pertinent analysis, which will be discussed in the next 
chapter. Subsequently, the hypotheses formulated specifically for this study will be 
subjected to empirical testing after assessing their validity and reliability.
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C H A P T E R  4  
R e s e a r c h  D e s i g n  a n d  M e t h o d o l o g y
4.1 Introduction
The aim of this chapter is to link the proposed conceptual model and related hypotheses 
previously presented, with the empirical approach employed in collecting data for 
hypotheses testing. Therefore, this chapter is devoted to the design and methodology used 
for this research study. It starts by focusing upon the philosophical assumption adopted as 
a method of enquiry in the current investigation, followed by selecting the research design, 
and the data collection method.
Furthermore, this chapter includes an explanation of the data analysis method, which is 
SEM, as well as the procedural stages o f this data analysis method. The approach used in 
the assessment of reliability and validity o f the measures employed, is also provided.
The final part of this chapter concerns the access and ethics considered by the researcher 
throughout the period of research, finishing with some concluding comments.
4.2 P h i l o s o p h i c a l  a s s u m p t i o n s
Marketing research can never be isolated from epistemological commitments whose 
diversity leads to a variety of possible ways of approaching and engaging with any 
substantive area. The researcher inevitably must choose between different approaches by 
making an area of interest reachable (Johnson & Joanne, 2000). According to Deshpande 
(1983) positivism and idealism are the two major philosophical positions concerned with
161
knowledge development. Positivism is linked with the hypothetic-deductive, objective and 
natural science world view. Conversely idealism is said to subscribe to the inductive, 
subjective and social anthropological world view (Guba & Lincoln, 1998).
Positivism in marketing reflects the attempt to apply models and methods derived from the 
natural sciences to the social sciences. An alternative to the positivist orthodoxy with a 
direction towards idealism comes from the intellectual heritage of Weber (1949) and his 
notion of Verstehen among other German theorists. In essence it is based upon the premise 
that the ultimate reality o f the universe lies in spirit rather than in the data of sense 
perception (Burrell & Morgan, 1979).
The adherents of the major schools o f thought o f positivism and idealism continue to 
debate the classic argument between quantitative and qualitative methods. A fundamental 
distinction between the methods could be categorized in three strands, such as the principal 
orientation to theory development as well as the epistemological and ontological 
orientation, which are illustrated in Figure 4.1. The first strand aligns the quantitative 
method as primarily deductive towards verifying and confirming theory while the 
qualitative paradigm is inductive through theory generation. Qualitative methodology starts 
with an extrapolation of ‘grounded events’ (Glaser & Strauss, 1967) rather than beginning 
with hypotheses and models. While writing on the subject of research methods in 
marketing, Deshpande (1983:107) indicates that “qualitative methodologies are more 
situated fo r  theory construction or generation and quantitative methodologies for theory 
verification o f testing ”
From the basic epistemological question “what is the nature o f  the relationship between 
the knower and the knowir  (Guba, 1990:18), the epistemological strand of Figure 4.1
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shows natural science and interpretation as the prevalent metaphors for the quantitative and 
qualitative paradigms respectively. Natural science epistemology assumes that one reality 
exists driven by immutable laws and mechanisms called realism (Mir & Watson, 2001), 
the contrary ‘interpretivism’ epistemology stands on relativism to understand the multiple 
and intangible meanings as there is more than one reality (Schwandt, 1998).
The final strand of Figure 4.1 draws upon the basic ontological questions faced by social 
scientists: “what is the nature o f  rea lity  or “what is the nature o f  the know able”' (Guba, 
1990:18) where objectivism corresponds to the quantitative paradigm and constructivism 
to the qualitative paradigm. By treating the social world as if it was the natural world, 
objectivism refers to the independent position o f the investigator from the investigated 
object without influencing it. This is backed up by a relatively deterministic view of human 
nature. Positivists assume knowledge is achieved by following a precise, predetermined 
approach in gathering data (Desphande, 1983). The opposite of this is the transactional 
position of constructivism, where the investigator and the investigated are interlinked, and 
the findings are created as the investigation proceeds (Mir & Watson, 2001).
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FIGURE 4.1 Q uantita tive  R esearch  and  the Process o f Deduction 
SOURCE: Adapted from  B rym an and Bell (2003) p . l l
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Interestingly, if one searches m arketing journals the word ‘positiv ism ’ is used infrequently, 
and when it is used it is often by those w ishing to disparage, reject or distance themselves 
from that philosophical mode. Just because m arketing researchers are not calling 
themselves ‘positivist’ does not mean that they are not adopting positivist assum ptions 
(Kolakowski, 1972). On the contrary, a quick scan o f  the m ajority o f  marketing journals 
provides clear examples o f  positivist assum ptions.
While it is argued that positivism has increased in the field o f marketing, it is im portant to 
remember that marketing is not in any sense a unified field (Desphande, 1983). The 
practice of marketing is eclectic and pragm atic, w ith managers draw ing on knowledge
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from a variety of different fields ranging from sociology and anthropology to statistics and 
mathematics. Mirroring this, the study o f marketing has been approached from a variety of 
different disciplines, each having their own traditions and approaches. The use of the 
positivist approach towards conducting marketing research has been suggested as one way 
of overcoming this fragmentation (Morgan,2003; Pfeffer, 1995). However, several 
suggestions have been made to achieve a balance in theory construction and testing, 
carrying with this methodological implications (Coviello & Jones, 2004).
4 .2 .1  Me t h o d  o f  In q u i r y  a d o p t e d  f o r  t h e  P r e s e n t  S t u d y
As mentioned earlier, the researcher is normally confronted with a philosophical choice 
regarding the nature of human action and its explanations which has direct methodological 
implications. Broadly speaking, this author argues that the present study adopts a positivist 
position based on objectivism and the existence of a real world as the ontological 
assumption. In this regard the object o f study is defined by objective criteria rather than 
human interests and desires. It is assumed by this author that the true nature of reality can 
only be obtained by testing theories about actual objects, processes or structures in the real 
world. Thus, this study adopts a hypothetic-deductive approach to test the theoretical 
model with a quantitative research strategy, as depicted in Figure 4.1.
The methodological position of this research rests on the emphasis of quantitative methods. 
The study was conducted by a structured questionnaire survey and a systematic analysis 
technique based in SEM analysis demanding highly structured methodologies that rest 
upon quantifiable observations. This author assumes the role of objective analyst and
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interprets the collected data in a value-free manner. Furthermore, this author is independent 
and neither affects nor is affected by the subject of the research.
As this study follows the deductive approach detailed in Figure 4.1, it began on the basis of 
what is known about INVs. Therefore an exhaustive examination and review of theory 
through existing literature was the first step to develop the twelve hypotheses. Embedded 
within the hypotheses are the concepts that were translated into researchable entities. This 
drove the field research by gathering quantitative data with a highly structured 
questionnaire through telephone interviews and analysed via SEM.
As an inside-out perspective, the RBV posits to look inside firms to locate the 
distinguished characteristics for superior performance. In order to get at the elements of 
interest, this research traced “the value generation trail backwards to its source” (Rouse & 
Daellenbach, 1999:966). It began with the dependent variable, performance and its links 
with positional advantage, and then looked back for sources of advantage that meet the 
valuable, rare, inimitable and non-substitutable criteria. Furthermore, the findings 
confirmed ten out of twelve hypotheses. Accordingly, conclusions and findings are 
generalised based on this rigorous scientific method.
4.3 Research  Design
Churchill and Iacobucci (2005) describe the research design as the blueprint used to guide 
a research study toward its objectives. It is the plan for a study that provides the 
specification procedures to be followed by researchers in hypotheses testing (McDaniel & 
Gates, 1999). Thus, the evidence generated from the data would confidently and 
convincingly answer the research question (De Vaus, 2001).
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In general, research design is categorized into three basic types: exploratory, descriptive 
and causal. The researcher may employ more than one strategy in the research project due 
to more than one purpose. While the first step is to use exploratory techniques to acquire 
plenty of preliminary hunches or ideas into a vaguely defined research problem, 
descriptive and causal approaches are used to narrow the possible causes, see Figure 4.2. 
Descriptive research can show the relation between variables, whereas causal research 
determines cause and effect outcomes typically for experimentation (Aaker et al., 2007).
FIGURE 4.2 Types of Research Design
SOURCF.: Aaker, Kumar and D ay (2007) p .83
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Nevertheless, these three research design categories can be conceived as stages *n a 
continuous research process (Churchill & Iacobucci, 2005). The interrelationships between 
the three basic types of research design are illustrated in Figure 4.3. It can be appreciated 
that exploratory research is generally employed as an initial step to provide insights and 
understanding of the specific phenomena investigated.
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FIGURE 4.3 Types of Research Design
SOURCE: C hurchill & Iacobucci (2005) p .75
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The research design of the present study is mainly descriptive, as it provides a snapshot of 
INV firms’ environment. However, regarding the innovativeness of the INV term in the 
literature, the initial stage o f this study used an exploratory approach to generate all 
possible reasons for the problem. It is important to highlight that even though a descriptive 
research design is primarily used in this study, during the early stage of the study, 
exploratory research was imperative in order to gather initial knowledge particularly in 
identifying the specific attributes, features and components of the research setting 
investigated. By this time, the study was seeking insights into the general nature of the 
problem. Therefore, an extensive literature search and in depth personal interviews with 
key executives of INV firms framed an overall picture o f this investigation, and helped to 
specify the domain of each of the constructs. The aim of the initial exploratory approach 
was based on two elements namely as identifying the relevance of the constructs to the 
INVs’ business environment, and the relationship between studied variables. Figure 4.2 
illustrates in bold, the research design followed during the present study.
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By the time the decision o f which country to apply the in-depth interviews was required 
this researcher had developed a special interest in Mexico, as most of the published studies 
are in the developed world. However, there was no certainty that INV firms could be found 
in the country. Nevertheless, empirical evidence showed that there was a strong possibility 
of finding INVs in this NIC due to the sustained support that exporting new ventures had 
been receiving since the GATT in 1986.
It was desirable that the same country should be used for both the in-depth interviews and 
the descriptive study. Therefore, this researcher focused on identifying enough INV firms 
in Mexico for the posterior descriptive study. This process is explained in Section 5.5.1.
To this end, once Mexico was established as the nation to collect the data from, nine 
relatively unstructured, in-depth interviews with executives from nine INV firms were 
conducted in the country.
It is important to note that small and medium firms in Mexico are not used to sharing 
information and usually they are not approached for research purposes. As INV firms 
correspond to a subset o f SMEs, they share this characteristic. In this regard, the support of 
Bancomext and Nafinsa was a cornerstone during this initial exploratory phase that 
enabled this researcher to establish the right contacts in the INV firms and get the 
appointments for interviews.
Bancomext is the National Bank for International Trade, and Nafinsa is the national 
financial institution to promote overall development and modernization of the industrial 
sector in Mexico. Bancomext and Nafinsa are developing banking institutions in charge of 
supporting Mexican SMEs. The difference relies upon the mode of promoting growth;
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Bancomext is specialized in SMEs with international operations and Nafinsa offers 
customized programs for entrepreneurs.
All interviews with executives of INVs were conducted by this study’s researcher. The 
data was gathered and assembled using nine interviews with nine INVs in a manner 
consistent with grounded theory research design (Glaser & Strauss, 1967; Strauss & 
Corbin, 1990). In this initial stage, interviews were used for four reasons: (1) SMEs often 
prefer face-to-face interviews, particularly in Latin countries such as Mexico. (2) It is often 
necessary when examining Mexico-related business activities to establish a relationship 
with respondents in order to receive a response. This connection was used later as a referral 
when the survey was applied. (3) Another very important aspect of interviews is that they 
are less structured than surveys, allowing for spontaneous discussion of problems and 
solutions as they arise in the interview and, in turn for follow-up questions on a topic and 
development of recommendations that have practical value (Frey & Oishi, 1995). (4) 
Finally, as INVs is a new area o f study, the benefit of conducting interviews to develop a 
theoretical understanding of a new domain is well-established (Daft & Lewin, 1990; 
Eisenhardt, 1989a).
Following an introductory session explaining the scope of the study and with the purpose 
of reducing possible respondent uncertainty, the interviewees were faced with open-ended 
questions based on the nature of the main constructs of the conceptual model. The first part 
of the interview focused on the link between the constructs and the INVs business 
environment. With regard to the executives’ experience, they were encouraged to explain 
the importance of the constructs in the international framework of the new ventures. Next, 
drawing upon the knowledge already gained through reviewing pertinent literature, in
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those cases where the literature appeared to be inconclusive between certain constructs’ 
relationships, they were asked to elaborate upon and illustrate their opinions. The 
information contained in their answers was recorded in the form of key words for further 
consideration and analysis.
The interviews were taped and transcribed. The nine interviews were in Spanish and 
subsequently transcribed. This researcher as being a native Spanish speaker took notes. 
Later the interviews were transcribed and translated by this author and a second Spanish 
native speaker. This reduces potential error and ensures validity of the transcription 
process. All interview results were summarized and INVs managers contacted for 
validation. If any discrepancies were found in the transcription, the interview subject 
would be contacted for clarification. Additionally, to corroborate the research findings of 
this exploratory initial stage, information was gathered from other sources such as 
government officials responsible for investment in exporting SMEs. In general, there was 
great consistency in the evidence gathered from all sources on all issues examined and the 
efforts to validate the results reported by sources outside the sample also corroborate the 
findings.
To summarise this section, the exploratory approach of the present study was useful to 
trigger choices in order to approach INV firms with more direct possible causes of the 
problem, and to apply descriptive research with a higher possibility of success. Regarding 
the little prior knowledge on which to build, the exploratory approach generated plenty of 
options for the problem of this investigation. Subsequently, descriptive research was 
utilised to filter out many of the possible causes and to produce the probable causes, as is 
explained in the next section of this chapter.
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4 .3 .1  C r o s s  S e c t i o n a l  d e s c r i p t i v e  R e s e a r c h
Descriptive research embraces a large proportion o f marketing research. Craig and Douglas 
(2005) highlight two main types of descriptive study, cross sectional design and 
longitudinal design.
As cross sectional design is a one-time study which primarily involves a sample from a 
specific population at a single point of time, it is the most widely adopted by marketing 
research. The sample selected is representative of the universe.
Cross sectional design offers advantages over longitudinal design due to financial and time 
constraints. From the INVs studies cited in Chapter two, just one of twenty seven made use 
of longitudinal research design (McDougall & Oviatt, 1996). As cross comparison studies 
of the INV phenomenon point out, this is to be expected in an area where empirical 
evidence is recent and incremental development o f knowledge is necessary (Rialp et al., 
2005). Due to the above, the present study is a cross sectional descriptive research as 
illustrated in the research design part of Figure 4.4.
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FIGURE 4.4 Research Design and Prim ary Data Collection
SOURCE: Adapted from Churchill & Iacobucci (2005) p. 109; Aaker et. al. (2007) p.78
An acknowledged weakness o f the cross sectional approach is its temporal priority, 
therefore causality inferring is not present. Rather, this study is limited to the task of 
identifying patterns o f association, which are consistent with the causal linkages implied 
from the conceptual model. As a result o f  this situation, a pragmatic stance is adopted at 
the findings interpretation.
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4 . 3 .2  COLLECTION OF PRIM ARY DATA
Data collection methods can be grouped according to whether they use secondary or 
primary sources. The choice of suitable data collection methods should be determined by 
the type of research problem examined. While primary data is collected especially to 
address a specific research objective, the use o f secondary data means that the researcher 
should take into account that it was collected for some purpose other than solving their 
research question (Aaker et al., 2007). As this study is based in Mexican INVs, it is 
important to notice that there is no classification of INV firms in the country, so there is no 
secondary data source to fulfil all the demands of the current research.
Given the nature of the present research questions, and in order to generate valid and 
reliable data for the present study’s main constructs within the context of Mexican INVs, 
clearly primary data sources are the most appropriate.
4 . 3 .3  S u r v e y  R e s e a r c h
Primary data can be collected in two ways, asking people directly or watching them. The 
first one is related to communication and involves a verbal or written survey. The second 
one is related to observation suited for obtaining information about certain 
demographic/socioeconomic characteristics (Bradley, 2006).
As shown in the collection of primary data frame of Figure 4.4, the primary data method 
for this study is communication, implemented through survey research using a standardised 
questionnaire.
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Survey research tends to be the most popular method generally utilised in descriptive 
research design. Surveys have the distinctive feature o f enabling the researcher to collect a 
large amount of standardised data using a question and answer format (Bradley, 2006; 
Malhotra & Birks, 2007). In this regard, the survey method is relevant for the present 
study, for which in order to apply SEM, the target sample should be 200 or more firms. For 
further discussion on sample size determination please refer to Section 5.5.3.
It is further argued that an interviewed administered survey is a better method of collecting 
data than traditional mail survey in emerging economies, as it gives the researchers the 
chance to clarify questions. It is known that in emerging economies, problems of data 
collection and reliability of responses may be exacerbated by the difficulties experienced 
by respondents in understanding terms and concepts familiar to managers (Riordan & 
Vandenberg, 1994). Therefore, the interview offers respondents an opportunity to ask for 
clarification to enhance their understanding of the issues under investigation (Hoskisson et 
al., 2000).
4 . 3 .4  In t e r v ie w  A d m i n i s t e r e d  S u r v e y
Survey methods using questionnaires differ according to the amount of contact the 
researcher has with the respondents. As illustrated in Figure 4.4, questionnaires could be 
self or interviewer administered. In the self administered mode, the research instruments 
are usually completed by the respondents without the presence of an interviewer. They can 
be administered electronically, posted or delivered by hand. On the other hand,
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questionnaires could be personally administered by the interviewer via telephone or face to 
face (Saunders et al., 2007).
The survey in the present study was administered through centralized computer-assisted 
telephone interview. As several authors suggest, the choice of the survey method was 
influenced by factors depending directly on the research questions and objectives, such as 
importance of reaching a particular respondent, size o f sample, and types and number of 
questions (Bryman & Bell, 2003; Malhotra & Birks, 2007; Saunders et al., 2007; Zikmund, 
2003).
Regarding the characteristics of the respondents in the context of an emergent economy, 
such as Mexico, the most effective way to access specific information in the country is to 
approach the managers personally in the office environment. Potential respondents are 
likely to feel safer and more willing to accept an invitation to participate in a study when it 
is conducted at their workplaces (Hair et al., 2006a).
Most of the studies that identify low response rates as the major disadvantage of self 
administered surveys are from developed countries (Walker et al., 1987), nevertheless this 
effect is increased in emerging economies. The reported response rates are less than 25 
percent from mail surveys based on research in China (Luo & Peng, 1999); however there 
is no available response rate data from Mexico.
Additionally, the vagaries of the postal system in Mexico may also affect the response rate. 
Also relying on a covering letter is not enough to counteract any possibility of objection, 
especially in a country so used to personal communication. Finally, the technological and 
infomiational infrastructure in the country cannot be compared with that available to reach 
SMEs of industrialized countries (Parmar, 2003). This affects the effectiveness of
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This study aims to examine the interrelated relationships of dependent and independent 
variables among EO, ambidextrous innovation strategy, resource, capabilities, competitive 
strategy, positional advantage and performance. The model depicted in Figure 3.1, 
hypothesises interrelationships among multiple independent and dependent variables and it 
has been suggested by different scholars (Byrne, 2001; Hair et al., 2006; Tabachnick & 
Fidell, 2001) that when attempting to examine the simultaneous effects o f multiple 
independent $nd dependent variables, the best analytical strategy is to use SEM.
4 .4 .1  B a s i c  C o n c e p t s  o f  S E M
SEM results from an evolution of multi-equation modelling developed in econometrics and 
merged with measurement principles from psychology and sociology. In its most general 
form, SEM consists of a set of linear equations that simultaneously test two or more 
relationships among directly observable and/or unmeasured latent variables (Joreskog & 
Sorbom, 1993) and the account of measurement error in the estimation process (Kline,
2005). SEM combines the logic o f confirmatory factor analysis, multiple regression, and 
path analysis in the application of a single technique (Breckler, 1990). SEM has the unique 
ability to examine a series of dependence relationships, where a dependent variable 
becomes an independent variable in subsequent relationships, within the same analysis 
while simultaneously analysing multiple dependent variables. Therefore, researchers are 
allowed to test the full scope of their hypothesised relationships within one statistical
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approach, rather than being forced to use multiple approaches consecutively as in prior 
research (Shook et al., 2004).
While SEM serves purposes similar to multiple regression, several aspects set it apart from 
the older generation of multivariate procedures (Bollen & Long, 1993; Fomell, 1982). 
SEM is somewhat like a multiple regression in that several variables are used to predict 
another variable. Nevertheless SEM models are more complex than regressions in that they 
estimate a series of separate but interdependent, multiple regression equations 
simultaneously by specifying the structural model. Another advantage of SEM over 
regression is that it incorporates factor analysis to take advantage of the correlations among 
variables tapping a common construct (Hoyle, 1995). In this vein, SEM estimates a series 
of separate, but interdependent, multiple regression equations simultaneously by specifying 
the structural model used by the statistical program.
SEM also has the ability to incorporate latent variables into the analysis. A latent construct, 
also termed latent variable, is a hypothesized and unobserved concept that can be 
represented by observable or measured variables. It is measured indirectly by examining 
consistency among multiple measured variables, also referred to as indicators (Hair et al.,
2006).
As such, SEM is viewed as a powerful method to address numerous research problems. 
The reasons for SEM’s attractiveness are twofold, first it provides a straightforward 
approach of dealing with multiple relationships simultaneously while providing statistical 
efficiency, and second SEM provides a transition from exploratory to confirmatory 
analysis (Byrne, 2001; Hair et al., 2006).
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4 .4 .2  SEM  a s  a  C o n f i r m a t o r y  A n a l y t i c a l  T o o l
Factor analysis is defined as a multivariate statistical technique that analyses data on a 
relatively large set of variables and produces smaller sets of factors, which are linear 
combinations of the original variables, so that the set of factors captures as much 
information as possible from the data set (McDaniel & Gates, 2007).
It is widely acknowledge that SEM is a confirmatory analytical tool and its usefulness lies 
in its ability to estimate the strength of hypothesised relationships o f constructs in the 
proposed cause and effect model. The goal o f SEM is to determine how well the 
hypothesised model fits the observed data. More specifically, the technique determines 
whether the hypothesised causal structure is consistent with the correlation or covariance 
matrix of the data being considered (Breckler, 1990).
By contrast, most other multivariate procedures are essentially descriptive by nature, so 
that hypothesis testing is difficult, for example exploratory factor analysis. SEM is a priori 
technique, and thus requires researchers to conceptualise in terms of a model, by 
specifying variables’ directionalities and effects among them. On the other hand, although 
traditional multivariate procedures are incapable of assessing measurement error leading to 
serious inaccuracies, SEM provides explicit estimates of error variance parameters. 
Therefore, the application of other methods would ignore the errors in the explanatory 
variables and the validity of the research findings might be threatened (Byrne, 2001).
With Confirmatory Factor Analysis (CFA), the researcher must specify both the number of 
factors that exist within a set o f variables and which factor each variable will load highly 
on before results can be computed. The technique does not assign variables to factors, as
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Exploratory Factor Analysis (EFA) does. Instead, the researcher must be able to make this 
assignment before any results can be obtained. Therefore, CFA is more suitable for those 
cases where there is a theoretical rationale for the inclusion in the measurement model of 
indicators and constmcts, as well as for the degree of association between variables and 
constructs, or even between constructs (Thompson, 2004).
CFA is used to provide a confirmatory test of the measurement theory. SEM models often 
involve both, a measurement theory and a structural theory. A measurement theory 
specifies how measured variables logically and systematically represent constmcts 
involved in a theoretical model. In other words, measurement theory specifies a series of 
relationships that suggest how measured variables represent a latent construct.
Measurement theory requires that a construct first be defined. Therefore, CFA cannot be 
conducted without measurement theory. In EFA, such a theory is not needed nor is the 
ability to define constmcts ahead o f time.
4 .4 .3  SE M  PRO CEDURAL STA G ES
According to Anderson and Gerbing (1988) the tme value of SEM come from the benefits 
of moving through measurement and structural models simultaneously. To ensure the 
measurement and the stmctural models are precisely specified and the results are valid, this 
study followed a six-stage process for SEM (Hair et al., 2006), as exhibited in Figure 4.5. 
The process consists of (1) defining individual constmcts; (2) developing the overall 
measurement model; (3) designing a study to produce empirical results; (4) assessing the 
measurement model validity; (5) specifying the stmctural model; (6) assessing stmctural 
model validity.
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FIGU RE 4.5 Six-Stage Process for SEM
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4 . 5  S E M  S t a g e  1 : D e f i n i n g  In d i v i d u a l  C o n s t r u c t s
A good measurement theory is a necessary condition to obtain useful results from SEM. 
Hypotheses tests involving the structural relationships among constructs will be as reliable 
as far as the measurement model explains how these constructs are built. The researcher 
must invest significant time and effort early in the research process to make sure the 
measurement quality will enable valid conclusions to be drawn.
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The process begins with a good definition o f the constructs involved, followed by a pre­
testing. Construct definition should provide the basis for selecting individual indicator 
items. A researcher operationalises a construct by selecting its measurement scale items 
and scale type. The definition of individual constructs and the items used as measured 
variables for each construct are described in Section 5.2. It is important to mention that 
construct definition in this study took into account the relevant information gathered from 
the initial exploratory approach, regarding the innovativeness o f the INV term, and the 
extensive literature search on the research field, as described in Chapter two, and on the 
individual constructs, as explained in Chapter three.
In attempting to ensure theoretical accuracy, in many instances, the constructs were 
defined and operationalised as they were in previous research studies with a seven point 
Likert-type scale.
Generally, when measures are either developed for a study, or taken from various sources, 
some type of pre-test should be performed. The pre-test should use respondents similar to 
those from the population to be studied so as to screen items for appropriateness (2006). 
Section 5.4.7 offers a detailed explanation of the measures’ pre-test process applied for the 
present investigation.
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4 .6  S E M  S ta g e  2: D e v e lo p in g  a n d  sp e c ify in g  t h e
M E A S U R E M E N T  M O D E L
With the constructs specified, the researcher must develop the measurement model, at this 
stage also known as the conceptual model, to be tested. In doing so, relationships among 
factors or constructs and the nature of each construct are defined.
In this stage, each latent construct to be included in the model is defined and the measured 
indicator variables, also known as items, are assigned to latent constructs. Although this 
identification and assignment can be represented by equations, it is simpler to represent 
this process with a diagram. Section 5.2 describes the process of assigning measured 
variables with constructs, and the conceptual model is depicted in Figure 3.1.
Several key issues should be highlighted at this point, such as unidimensionality, items per 
constmct, and reflective versus formative factor models (Hair et al., 2006).
Unidimensionality
Unidimensional measures mean that a set o f measured variables or indicators has only one 
underlying construct. Unidimensionality becomes critically important when more than two 
constmcts are involved. In such a situation, each measured variable is hypothesised to 
relate to only a single constmct. Unidimensionality was taken into account in the present 
study in developing and specifying the measurement model.
Items per construct
Researchers are faced with a dilemma in deciding how many indicators are needed per 
constmct. On the one hand, researchers prefer many indicators in an attempt to fully
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represent a construct and maximize reliability. On the other hand, parsimony encourages 
researchers to use the smallest number o f indicators to adequately represent a construct.
Even though more items produce higher reliability estimates and generalisability (Bacon, 
1995), more items are not necessarily better. More items require larger sample sizes and 
can make it difficult to produce truly unidimensional factors. Good practice dictates a 
minimum of three items per factor or construct, particularly when other constructs have 
more than three.
Reflective versus Formative factor models
The contrasting direction of causality leads to contrasting measurement approaches, 
reflective versus formative measurement models. Reflective measurement theory is based 
on the idea that latent constructs cause the measured variables and that the error results in 
an inability to fully explain these measures. Thus the arrows are drawn from latent 
constructs to measured variables. As such, reflective measures are consistent with classical 
test theory (Nunnally, 1978).
In contrast, formative measurement theory is modelled based on the assumption that the 
measured variables cause the construct. The error in formative measurement models is an 
inability to fully explain the construct. A key assumption is that formative constructs are 
not considered latent. Instead they are viewed as indices where each indicator is a cause of 
the construct.
The present research follows reflective measurement theory, which is implemented in the 
measurement models of Chapter six.
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4 .7  S E M  S t a g e  3 : D e s i g n i n g  a  S t u d y  t o  P r o d u c e  
E m p i r i c a l  R e s u l t s
With the basic model specified in terms of constructs and measured variables, this step 
requires that the study be designed and executed to collect data for testing the measurement 
model, in order to focus on research design and model estimation.
This section starts with the theoretical explanation o f designing a study to produce 
empirical results. It is composed by 1) research design in SEM; and 2) model estimation in 
SEM, in order to establish the base for the data collection execution, which is detailed in 
the following chapter, as depicted in Figure 4.6.
FIGURE 4.6 Study Design in SEM
SOURCE: Adapted from Hair, et al. (2006) pg. 737  & Aaker et al. (2007 ) pg.
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4 .8  R e s e a r c h  D e s i g n  in  SEM
As with any other multivariate technique, SEM requires careful consideration of factors 
affecting the research design necessary for successful SEM analysis. It is important to note 
the sample size and missing data can have a profound effect on the results no matter what 
method is used. Moreover, SEM can be estimated with either covariances or correlations. 
Thus, the researcher must choose the appropriate type of data matrix. A discussion 
regarding these issues in SEM is developed in the following sections which conclude with 
a summary of research design issues.
4 .8 .  l  T y p e  o f  D a t a  A n a l y z e d
SEM focuses on the pattern of relationships among respondents and not on individual 
observations, consequently SEM uses the covariance or correlation matrix as input data. 
The key advantage of correlational input for SEM lies in the fact that the default resulting 
parameter estimates are standardized, meaning not scale dependent. All estimated values 
must fall within the range o f -1.0 to +1.0, making identification of inappropriate estimates 
easier than with covariances, which have no defined range. However, it is simple to 
produce these results from covariance input by requesting a completely standardized 
solution. As such, correlations hold no real advantage over the standardized results 
obtained using covariances and according to Hair and colleagues (2006) the use of 
covariances is recommended.
The primary advantages o f using covariances arise from statistical considerations. First, the 
use of correlations as input can at times lead to errors in standard error computations
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(Cudeck, 1989). In addition, any time hypotheses concern questions related to the scale or 
magnitude of values, for example comparing means, then covariances must be used 
because this information is not retained using correlations. Finally, any comparisons 
between samples require that covariances be used as input. Software today makes the 
selection of one type over another (Joreskog & Sorbom, 1993). Covariance matrices 
provide the researcher with far more flexibility due the relatively higher information 
content they hold. The present study utilised covariance as detailed in Chapter seven.
4 . 8 . 2  Ha n d l in g  o f  M i s s i n g  D a t a
Missing data or incomplete data is “one o f  the pervasive problems in data analysis” 
(Tabachnick & Fidell, 2001:58), and “a fac t o f  life in multivariate analysis” (Hair et al., 
2006:49). In a similar voice Olinsky and colleagues (2003:53), viewed them as a “problem 
that permeates much o f  the research being done today”. The researcher can scarcely avoid 
some form of missing data problem. In this regard, the challenge of the researcher is to 
address issues raised by missing data that affect the generalisability of the results. The 
significance of missing data depends on the pattern of missing observations, frequency of 
occurrence and the reasons for the missing values. Therefore, the pattern of missing data is 
more important than the amount missing. If missing values are scattered randomly through 
a data matrix, they rarely pose severe problems. However, non-randomly missing values 
are serious no matter how few of them there are because they impact on the 
generalisability of results (Johnson & Wichem, 2002). In addition, it is debatable how 
many missing observations can be tolerated. Generally, it is commonly accepted that if  the
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missing observation is relatively small within a large database, the problem could be 
considered as less serious and any treatment should yield similar results (Kline, 2005).
Accordingly, de Vaus (2001), as well as Schafer and Graham (2002) maintain that the 
missing data problem could be minimised or avoided during the survey instmment 
administration stage. Similarly, Roth (1994) advocates that the best possible method of 
dealing with missing data is to prevent the problem occurring by careful planning and 
meticulous data collection. These suggestions were taken into consideration and were 
implemented in the current research. As described previously in the research design and 
methodology chapter, the administration method of the survey employed in this study, that 
of telephone interview, ensured minimising the item omissions in the data set. These 
incomplete observations were specified as missing intentionally, by virtue of the 
measurement design, which in this context was to increase the quality of the data obtained 
(Arbuckle, 2003; Kamakura & Wendel, 2000; Malhotra & Birks, 2007). These 
intentionally missing data were generally assumed as data missing at random (Byrne, 
2001; De Vaus, 2001; Kamakura & Wendel, 2000; Schafer & Graham, 2002).
Approaches for Random Missing Data
There are two basic approaches for random missing data: one is the imputation using only 
valid data, as shown in the left part of Figure 4.7, and the second type is imputation by 
using replacement values, exhibited in the right part of the same figure. The first approach 
looks either for cases of complete data or to use all possible valid data. The second
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approach presents two options: one is related with using known values, whereas the other 
calculates replacement values from valid data (Hair et al., 2006).
FIGURE 4.7 Imputation Method Selection
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Imputation using Only Valid Data
The intent of the imputation approach using only valid data is to represent the entire 
sample with those observations o f valid data. This representation can be done by the 
complete case approach or by using all available data. The underlying assumption in both 
is that the missing data are in a random pattern and that the valid data are an adequate 
representation.
The simplest and most direct approach for dealing with missing data is to include only 
those observations with complete data. This approach, known as the complete case, is
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present in all statistical programs usually as the default method, and particularly 
corresponds to the LISTWISE option in SPSS. Yet the complete case approach has two 
distinct disadvantages. First, it is most affected by any non-random missing data processes, 
because the cases with any missing data are deleted from the sample. Thus, even if only 
valid observations are used the results are not generalisable to the population. Second, this 
approach also results in the greatest reduction in sample size, because missing data on any 
variable eliminates the entire case. It has been shown that with only 2 percent o f randomly 
missing data, more than 18 percent o f the cases will have some missing data. Thus, in 
many situations with even very small amounts of missing data, the resulting sample size is 
reduced to an inappropriate size when this approach is used. As a result, the complete case 
approach is best suited for instances in which the extent o f missing data is small, the 
sample size is sufficiently large to allow for deletion on the cases with missing data, and 
the relationships in the data are so strong as to not be affected by any missing data process 
(Johnson & Wichern, 2002).
The second imputation method using all available data does not actually replace the 
missing data, but instead imputes the distribution characteristics or relationships from 
every valid value. By distribution characteristics, means or standard deviations are 
inferred, as well as correlations in the case o f relationships. Known as the all-available 
approach, this method is used to estimate correlations and maximize the pairwise 
information available in the sample. The distinguishing characteristic of this method is that 
each correlation for a pair o f variables is based on a potentially unique set of observations; 
for this reason, the number o f observations used in the calculations can vary for each 
correlation. Thus, the imputation process occurs not by replacing the missing data on the 
remaining cases, but instead by applying the obtained correlations as representative of the
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entire sample. One concern about this approach is that it can generate out o f range values 
for correlations and eigenvalues. Therefore, the eigenvalues in the correlation matrix can 
become negative and this might change the variance properties of the correlation matrix. 
Although the correlation matrix can be adjusted to eliminate this problem, many 
procedures do not include this adjustment process. In some extreme cases, the estimated 
variance/covariance matrix is not positively definite. The researcher needs to consider 
these issues when selecting the all-available approach (Arbuckle, 1996).
Imputation using Replacement Values
The second type of imputation is the method o f estimating replacement values for the 
missing data, which replaces missing values with estimated values based on other 
information available in the sample. The principal advantage is that once the replacement 
values are substituted, all observations are available for use in the analysis. The available 
options vary from the direct substitution o f values to estimation processes based on 
relationships among the variables. The following discussion focuses on the four most 
widely used methods, although many other forms o f imputation are available (Little & 
Rubin, 2002). These methods can be classified as to whether they use a known value as a 
replacement or calculate a replacement value from other observations.
The methods of using known replacement values have the common characteristic to 
identify a known value, most often from a single observation, that is used to replace the 
missing data. The observation may be from the sample or even external to the sample. A 
primary consideration is identifying the appropriate observation through some measure o f  
similarity. In the hot or cold deck imputation the researcher substitutes a value from
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another source for the missing values. In the hot deck method the value comes from 
another similar observation in the sample. The cold deck imputation derives the 
replacement value from an external source (e.g., prior studies, other samples, etc.). Here 
the researcher must be sure that the replacement value from an external source is more 
valid than an internally generated value. Another method of using known replacement 
values is the case substitution, where entire observations with missing data are replaced by 
choosing another non sampled observation. For doing this, it is necessary to have 
additional cases available which are not in the original sample. This method is most widely 
used to replace observations with complete missing data (Malhotra, 1987).
The second basic approach involves calculating a replacement value from a set o f 
observations with valid data in the sample. The assumption is that a value derived from all 
other observations in the sample is the most representative replacement value. The most 
widely used calculating replacement values methods are mean substitution and regression 
imputation. Mean substitution replaces the missing values for a variable w ith the mean 
value o f that variable calculated from all valid responses. The regression imputation 
approach is used to predict the missing values of a variable based on its relationship to 
other variables in the data set. Although it is argued that it reinforces the relationships 
already in the data, the resulting data become more characteristic o f the sam ple and less 
generalisable (Hair et al., 2006). The regression method of imputation holds promise in 
those instances for which moderate levels o f widely scattered missing data are presented 
and for which the relationships between variables are sufficiently established (Kline, 
2005).
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The SEM analysis estimation procedure requires a full set of observations (Pallant, 2005). 
Consequently this author has adopted the regression imputation which is the most w idely 
used method for missing data treatment, the complete case approach which is highlighted 
in Figure 4.7. It was taken into account that this method assumes that the variable with 
missing data has substantial correlations with other variables and these correlations w ere 
sufficient to produce a meaningful estimate. Hence, this author is confident that using this 
method will not affect the generalisability o f results. The frequency and percentage 
missing data in the present study is suitably addressed in Section 6.2.1.
4 . 8 . 3  R e a s o n a b l e  S a m p l e  S i z e
SEM in general requires a larger sample relative to other multivariate approaches. G iven 
that larger samples are usually more time consuming and expensive to obtain, the critical 
question in SEM involves how large a sample is needed to produce trustworthy results. 
Opinions regarding minimum sample size have varied (MacCallum, 2003; MacCallum et 
al., 2001). Bentler and Chou (1987) note that researchers in SEM may go as low as five 
cases per parameter estimate only on the condition that the data is normally distributed, 
with no missing data or outlying cases. Indeed, Stevens (1996) suggested that a good rule 
of thumb is 15 cases per predictor in a standard ordinary least squares multiple regression 
analysis. Since SEM is closely related to multiple regression analysis in some respects, 15 
cases per measured variable in SEM is not unreasonable. More generally, Loehlin (2004) 
concludes that for the CFA model with two to four factors, the investigator should plan on 
collecting at least 100 cases with 200 being better. One recommended sample size is 
between 150 and 400, and it should be noted that as the sample size becomes larger, the
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method becomes more sensitive and almost any difference is detected, making goodness- 
of-fit measures suggest poor fit (Hair et al., 2006; Tanaka, 1993). Sample size in the 
present study is explained in Section 5.5.3.
4 .8 .4  S u m m a r y  o f  R e s e a r c h  d e s i g n  Is s u e s
In designing an SEM analysis, the researcher must address issues facing all multivariate 
techniques: types of data to be analysed, the impact o f missing data and the sample size 
required to meet research objectives. SEM has the unique characteristic to focus on the 
covariance matrix rather than on individual observations.
4.9 M o d e l  E s t i m a t i o n
In addition to the more general research design discussed in the previous section, SEM 
analysis has several unique elements as well. These relate to the model structure, 
estimation technique used, and computer program selected for the analysis.
4.9.1 M o d e l  S t r u c t u r e
The most important step in setting up an SEM analysis is determining and communicating 
the theoretical model structure to the program. Path diagrams can be useful for this 
purpose. Knowing the theoretical model structure, the researcher can then specify the 
model parameters to be estimated. Specifying free and fixed factors is a critical difference 
between SEM and other multivariate techniques. A free parameter is one to be estimated 
by the SEM analysis whereas in a fixed parameter the value is specified by the researcher. 
SEM requires that each possible parameter be specified as estimated or as free.
The specification of the structural and measurement models is followed by the selection of 
the computer program for estimation. No matter which software is used, the researcher
must be able to specify the complete SEM model in terms of each parameter to be 
estimated (Kline, 2005).
4 . 9 . 2  E s t i m a t i o n  T e c h n i q u e
Once the model is specified, the researcher must choose what mathematical algorithm will 
be used to identify estimates for each free parameter. Early attempts in SEM estimates 
were performed with Ordinary Least Squares (OLS) regression. These efforts were quickly 
supplanted by Maximum Likelihood Estimation (MLE), which is more efficient and 
unbiased when the assumption of multivariate normality is met. MLE has become the most 
widely employed in the majority o f SEM programs (Olsson et al., 2004; Olsson et al., 
2000). Thus, the estimation of parameters AMOS utilises by default is MLE. However, it is 
important to note that MLE assumes the following conditions have been met: 1) large 
sample; 2) the distribution of the observed variables is multivariate normal; 3) the 
hypothesized model is valid (West et al., 1995); and 4) the scale of the observed variables 
is continuous. Taken into account these suggestions, the estimation technique applied for 
the present study is MLE.
Model identification is focused on whether there is a unique set of parameters consistent 
with the data. If a unique solution can be found for the values of the structural parameters, 
the model is considered identified. If on the other hand a model cannot be identified, the 
parameters are subject to arbitrariness, with the implication that different parameter values 
define the same model. In such a case the attainment o f consistent estimates for all 
parameters is not possible, and thus the model cannot be estimated empirically (Bentler, 
1995). To ensure identification, the number of estimable parameters must be less than the 
number of data points (i.e., variances and co-variances of the observed variables). This
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situation results in positive degrees of freedom that can allow rejection of the model, 
thereby rendering it of scientific use (Byrne, 2001).
4 . 9 . 3  C o m p u t e r  S o f t w a r e  U s e d
Available software packages include Linear Structural Relations (LISREL), Equations 
(EQS), and Analysis of Moment Structure (AMOS). Joreskog and Sorbom’s LISREL 
(1996) has contributed to the spread of SEM techniques throughout social science research 
(Bollen & Long, 1993). Bentler’s EQS (1992) is widely used and a flexible package that is 
less sensitive to non-normal data than other SEM software. James Arbuckle and Wemer 
Wothke’s AMOS (1999) is relatively recent software which has become popular because 
of its friendly graphical interface and easier approach to specify structural models.
Developed within the Microsoft Windows interface, AMOS is an addition to the SPSS 
statistical program. It allows choosing from two different modes of model specification. 
One approach is based on a graphical interface, known as AMOS Graphics, which enables 
it to easily specify the parameters to be estimated directly in a path diagram. Using the 
other, AMOS Basic, models are specified via equation statements assembling the 
traditional input file orientation (Byrne, 2001). For these reasons, the present SEM 
approach applied AMOS 6.0.
4 . 9 . 4  S u m m a r y  o f  E s t i m a t i o n  Is s u e s
The unique issues facing SEM analysis have been supported with advanced statistical 
algorithms and computer software providing a wider range of estimation options for 
handling various conditions in the input data, but also user-friendly interfaces.
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4 .1 0  SEM S T A G E  41 A S S E S S I N G  T H E  M E A S U R E M E N T  M O D E L  
V a l i d i t y
With the measurement model specified, sufficient data collected, and the decision of the 
estimation technique already made, the researcher comes to the most fundamental event in 
SEM testing, which refers to the validity of the measurement model. Measurement model 
validity depends on its goodness-of-fit and specific evidence of construct validity. 
Goodness-of-fit (GOF) indicates how well the specified model reproduces the covariance 
matrix among the indicator items, such as the similarity of the observed and estimated 
covariance matrices. There are three general groups of GOF including: 1) absolute fit 
measures which assess only the overall model fit; 2) incremental fit measures that compare 
the proposed model to some baseline model; and 3) parsimonious fit measures that are 
designed specifically to provide information about which model among a set of competing 
models is best, considering its fit relative to its complexity (Hair et al., 2006). The 
characteristics and acceptable levels of fit for each of the fit indices are summarised in 
Table 4.1.
The development of such a wide variety of measures for the assessment of the model’s fit, 
along with limitations associated with each one, demonstrated the absence of a single 
satisfactory descriptive measure. Therefore, it is suggested that one or more measures from 
each class be employed in order to gain a consensus across the various types of measures, 
regarding the acceptability of the proposed model (Bollen, 1989b). The Sections 6.4.1 to 
6.4.7 display the goodness-of-fit of the measurement models for each o f the constructs of
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this research including resources, capabilities, competitive strategy, positional advantage, 
performance, EO, and ambidextrous innovation strategy.
Additional evidence of constmct validity in SEM includes convergent validity and 
discriminant validity, which are explained in Section 4.13.3. On assessing the 
measurement model validity, explained in Chapter seven, the present study applied average 
variance extracted for convergent validity and reliability measures derived from CFA. 
Convergent validity was also evidenced with the significant loadings of items on their 
positioned constructs. The discriminant validity test applied in this study corresponds to 
the average variance extracted (Fomell & Larcker, 1981). This test is based on comparing 
the square correlation estimates for any two constructs with the average variance extracted. 
The value of the square correlations is less than the average variance extracted for all 
cases, see Section 7.4.9. For the reliability approach composite reliability was followed. 
Additionally item-to-total-correlation and Cronbach alpha were tested, as described in 
Chapter seven.
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TABLE 4.1 Summary of Alternative Goodness of Fit Indices
SOURCE: Adapted from B ym e (2 0 0 1 ) pgs. 75-88; Hair et al. (2006) pgs. 746-753
Chi-square (X2)* also known as 
Minimum Discrepancy 
(CM IN) in AMOS.
• Test o f the null hypothesis that the estimated variance- 
covariance matrix deviate from the sample.
•  Greatly affected by sample size. The larger the sample, 
the more likely is that the p-value will imply a significant 
difference between model and data.
Non significant (X 2) at least 
p-value>0.05
Normed Fit Chi-square
(XVdf)*
• Chi-square statistics are only meaningful taking into 
account the degrees o f freedom.
• Also regarded as a measure o f absolute fit and 
parsimony.
• Value close to 1 indicate good fit but value less than 1 
imply over fit
Value smaller than 2 and high 
as 5
Standardised Root Mean 
Square Residuals (SRM R)
• Representing a standardised summary of the average 
covariance residuals.
• Covariance residuals are the differences between 
observed and model-implied covariances.
Value < 0.05 good fit
Value 0.1 -  0.05 is adequate
fit
Root Mean Square Error o f 
Approximation (RMSEA)*
• Representing how well the fitted model approximates per 
degree of freedom
Value 0.05 to 0.08 is adequate 
fit.
Value > 0.08 to 0.1 mediocre 
fit, greater than 0.1 poor fit. 
(Browne & Cudeck, 1993; 
Steiger & Lind, 1980)
Goodness-of-Fit Index (G FI)* • Representing a comparison o f  the square residuals 
adjusted for the degree o f  freedom
Ranges from 0 to 1, values 
close to 1 are indicative of 
good fit.
Value >0.95 good fit 
0.90 -  0.95 adequate fit
Adjusted Goodness o f Fit index 
(AGFI)
•  Goodness-of-fit adjusted for the degree o f freedom.
•  Less often used due to not performing well in some 
applications.
• Value can fall outside 0-1 range
Value >0.95 good fit 
0.90 -  0.95 adequate fit
Bentler-Bonett normed fit 
index (NFI)*
• Representing a comparative index between the proposed 
and more restricted, nested baseline model (null model) 
not adjusted for degree o f  freedom, thus the effects of 
sample size are strong.
A value > 0.9 is considered 
representative for a well 
fitting model.
Value >0.95 good fit 
0.90 -  0.95 adequate fit
Tucker-Lewis Index (TLI)* in 
Lisrel (Tucker & Lewis, 1973), 
also known as Bentler-Bonett 
non-normed fit index (NNFI) 
in AMOS
•  Comparative index between proposed and null models 
adjusted for degrees o f  freedom. Can avoid extreme 
underestimation and overestimation and robust against 
sample size.
•  Highly recommended fit index of choice
Value >0.95 good fit 
0.90 -  0.95 adequate fit
Comparative Fit Index (CFI)* 
identical to Relative Non 
centrality Index (RNI)
•  Comparative index between proposed and null models 
adjusted for degrees o f freedom. Interpreted similarly as 
NFI but may be less affected by sample size.
•  Highly recommended as the index of choice.
Close to 1 very good fit. 
Value >0.95 good fit 
0.90 -  0.95 adequate fit
Bollen’s incremental fit index 
(IFI)* (Bollen, 1989a)
• Comparative index between proposed and null models 
adjusted for degrees o f  freedom.
Value >0.95 good fit 
0.90 -  0.95 adequate fit
Parsimony Normed Fit Index 
(PNFI)
• The index takes into account both the model being 
evaluated and the baseline model
Higher values indicate better 
fit, comparison between 
alternative models.
Parsimony Comparative Index 
(PCFI)
•  The index takes into account both model being evaluated 
and the baseline model
Same as above
Note: *Fit index em ployed in the  present study.
201
It is important to note that many researchers conduct EFA on one or more separate samples 
before reaching the point of trying to confirm the measurement model. EFA is the tool for 
identifying factors among multiple variables. As such, EFA results can be useful in 
developing a theory that will lead to a proposed measurement model. It is here that CFA 
enters the picture. It can confirm the measurement developed using EFA. In this regard, the 
present study used EFA with principal components analysis.
4 .1 1  S E M  S t a g e  5 :  S p e c i f y i n g  t h e  S t r u c t u r a l  M o d e l
Specifying the measurement model, by assigning indicator variables to the constructs they 
should represent, is a critical step in developing an SEM model. This activity is 
accomplished in stage 2. Stage 5 involves specifying the structural model by assigning 
relationships from one construct to another based on the proposed theoretical model. 
Although the focus in this stage is on the structural model, estimation of the SEM model 
requires that the measurement specifications be included as well. In this way, the path 
diagram represents both, the measurement and structural part of SEM in one overall model 
(Hair et al., 2006). The present study presents the specification of the structural model in 
Chapter seven.
4 .1 2  S E M  STAG E 6 :  A S S E S S IN G  STRUCTURAL M ODEL  
V a l id it y
The final stage involves efforts to test the validity o f the structure and model and its 
corresponding hypothesised theoretical relationships, which in this study correspond to Hj- 
H9 of the theoretical model. If the measurement model has not survived its test of validity
in stage 4, stages 5 and 6 cannot be performed. If stage 4 provides a green light, meaning 
the measurement model is validated, then a valid test of the structural relationships can be 
performed.
The process of establishing the structural model’s validity follows the general guidelines 
outlined in stage 4. The observed data are still represented by the observed sample 
covariance matrix. However a new SEM estimated covariance matrix is computed and it is 
different from that for the measurement model. This difference is a result of the structural 
relationships in the structural model.
Good model fit alone is insufficient to support a proposed structural theory. The researcher 
must also examine the individual parameter estimates that represent each specific 
hypothesis. A theoretical model is considered valid to the extent that the parameter 
estimates are: 1) statistically significant and in the predicted direction; and 2) nontrivial. 
The first one observes that the parameters are greater than zero for a positive relationship 
and less than zero for a negative one. The second characteristic should be checked using 
the completely standardised loading estimates. Therefore the structural model of the 
present study is considered acceptable only when it demonstrates acceptable model fit and 
the path estimates, representing each of the nine hypothesis of the theoretical model, are 
significant and in the predicted direction (Gerbing & Anderson, 1988).
4 .1 3  VALIDITY AND RELIABILITY A S S E SS M E N T
Theory construction is very much dependent upon clarity and appropriateness of the 
concepts employed (Zaltman et al., 1982); accordingly, the researcher’s goal of reducing 
measurement error can follow several paths. In assessing the degree of measurement error
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present in any measure, the researcher must address two important characteristics: validity 
and reliability.
Validity is the degree to which a measure accurately represents what it is supposed to 
(Sekaran, 2003). Ensuring validity starts with a thorough understanding of what is to be 
measured and then making the measurement as “correct” and accurate as possible. If 
validity is assured, the researcher must still consider the reliability of the measurements. 
Reliability is the extent to which a variable or set of variables is consistent in what it is 
intended to measure. If multiple measurements are taken, the reliable measures will all be 
consistent in their values. It differs from validity in that it relates not to what should be 
measured, but instead to how it is measured. Reliability is a necessary but not sufficient 
condition for validity. It can therefore be seen that validity is concerned with how well the 
concept is defined by the measures, whereas reliability relates to the consistency of the 
measures (Bagozzi, 1984).
4 .1 3 .1  V a l id it y
Validity is the extent to which a measure or set of measures correctly represents the 
concept of study; the degree to which it is free from any systematic or non-random error. 
As described in the following sections there are different forms of validity, which include 
content and construct validity.
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4.13.2 C o n t e n t  V a l id it y
The first step toward establishing the correspondence between theoretical constructs and 
items measured is content validity. This is a non-statistical type of validity that involves 
the systematic examination of the construct content “to determine whether it covers a 
representative sample o f  the behaviour domain to be measured” (Anastasi & Urbina, 
1997:114). A construct has content validity built into it by a careful selection of which 
items to include. According to this perspective, content validity is the assessment of the 
correspondence of the variables to be included in a summated scale and its conceptual 
definition (Zaltman et al., 1973). This form of validity is very closely related to face 
validity, which subjectively assesses the correspondence between the individual items and 
the concept through ratings by expert judges, pre-tests with subpopulations, or other 
means. The objective is to ensure that the selection of scale items extends past just 
empirical issues to also include theoretical and practical considerations. If a measurement 
scale does not possess content validity, it cannot possess construct validity no matter what 
statistical analysis is conducted (Churchill, 1979; Hair et al., 2006; Robinson et al., 1991a).
In the context of this study, the process to ensure content validity was through a literature 
review and expert judgement. The literature review is described in Chapter three. The 
theoretical constructs and proposed measurement scales were extensively pre-tested in 
personal interviews with ‘expert’ practitioners, as described in Sections 4.3 and 5.4.7. The 
items adopted for all scales employed were those characterised by substantial clarity and 
for which there was consensus among experts’ opinion on their contribution toward 
circumscribing the theoretical constructs.
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4.13.3 C o n s t r u c t  V a l id it y
Construct validity is the extent to which a set of measured items actually reflects the 
theoretical latent construct those items are designed to measure. Thus, it deals with the 
accuracy of measurement. Evidence o f construct validity provides confidence that the item 
measures taken from a sample represent the actual true score that exists in the population. 
Construct validity consists of convergent and discriminant validity (Jackson & Trochim, 
2002).
Convergent Validity
Convergent validity is the extent to which the latent variable correlates to items designed to 
measure the same latent variable (Garver & Mentzer, 1991). Several ways are available to 
estimate the relative amount of convergent validity among item measures. Increasingly 
popular in marketing and strategy literature is the method of convergent validity assessed 
using structural equation modelling. This method involves the construction of a 
measurement model in which all constructs are described by theoretically specified 
indicators. Convergent validity is evidenced when items load significantly on their 
positioned indicators. Another indicator which can be applied to measure convergent 
validity and reliability is the Average Variance Extracted (AVE). Finally, it is important to 
mention that reliability is also an indicator o f a convergent validity.
In the case of high convergent validity, high loadings on a factor would indicate that they 
converge on some common point. At a minimum, all factor loadings should be statistically 
significant (Anderson & Gerbing,1988). Because a significant loading could still be fairly 
weak in strength, a good rule of thumb is that standardised loading estimates should be 0.5 
or higher, and ideally, 0.7 or higher. The rationale behind this rule can be understood in the
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context of an item’s communality, which is the estimate o f its shared, or common, variance 
among the variables as represented by the derived factors.
With CFA, the AVE among a set o f construct items is a summary indicator o f convergence 
(Fomell & Larcker, 1981). The AVE can be applied to measure both convergent validity 
and reliability. The AVE value can be calculated by using standardised loadings as 
exemplified in the following formula:
ix 2
 —----------------->0.5
±X*+ (isEi)
1=1 1=1
Where Xi denotes the standardised factor loading, SE is the standardised error, and i is the
number o f items that measure the construct. It is suggested that if  the AVE is less than 0.5, 
the validity o f the individual items as well as the construct are questionable.
Furthermore, it is important to consider that reliability is also an indicator o f convergent 
validity. As shall be discussed later, considerable debate centres around which o f several 
alternative reliability estimates is best (Bacon, 1995).
Convergent validity in the present study was assessed by AVE and significant loadings o f  
the items, as explained in Chapter six.
Discriminant Validity
Discriminant validity is ascertained when the measure o f  interest does not correlate too 
highly with other measures that it supposedly differs from, and therefore is the extent to 
which a given constmct discriminates from other constructs. Thus, high discriminant
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validity provides evidence that a construct is unique and captures some phenomena other 
measures do not. CFA provides two common ways of assessing discriminant validity.
First, the correlation between any two constructs can be fixed as equal to one. In essence, it 
is the same as specifying that the items making up two constructs could just as well make 
up only one construct. If the fit of the two-construct model is not significantly better than 
that of the one-construct model, then discriminant validity is insufficient (Anderson & 
Gerbing, 1988; Bagozzi & Phillips, 1982). In practice, however, this test does not provide 
strong evidence of discriminant validity, because high correlations, sometimes as high as 
0.9, can still produce significant differences in fit (Hair et al., 2006).
A better test is that the square correlation estimates for any two constructs should be less 
than the AVE (Fomell & Larcker, 1981). The logic here is based on the idea that a latent 
construct should explain its item measures better that it explains another construct. Passing 
this test provides good evidence of discriminant validity (Hair et al., 2006). This test is 
applied in the present study and presented in Section 7.4.9.
In addition to distinctiveness between constructs, discriminant validity also means that 
individual measured items should represent only one latent construct. The presence of 
cross loadings indicates a discriminant validity problem and the CFA may not be good 
(Hair et al., 2006).
4 . 1 3 .4  R e l ia b il it y
Reliability is an assessment o f the degree of consistency between multiple measurements 
of a variable. One form of reliability is test re-test, by which consistency is measured 
between the responses for an individual at two points in time. The objective is to ensure
208
that responses are not too varied across time periods so that a measurement taken at any 
point in time is reliable. A second and more commonly used measure of reliability is 
internal consistency, which applies to the consistency among the variables in a summated 
scale. The rationale of internal consistency is that the individual items or indicators of the 
scale should all be measuring the same construct and thus be highly intercorrelated 
(Churchill, 1979; Nunnally, 1978). Because no single item is a perfect measure o f a 
concept, there are a series of diagnostic measures to assess internal consistency: 1) those 
that relate to each separate item; 2) the reliability coefficient that assesses the consistency 
of the entire scale; and 3) reliability measures derived from confirmatory factor analysis.
Diagnostic Measures that relate to each Separate Item
The first type of diagnostic measures relate to each separate item, including the item-to- 
total correlation and the inter-item correlation. Item-to-total correlation relates to the 
correlation of the item to the summated scale score, whereas inter-item correlation refers to 
the correlation among items. Rules of thumb suggest that the item-to-total correlations 
exceed 0.5 and that inter-item correlations exceed 0.3 (Hair et al., 2006).
The reliability coefficient that assesses the consistency of the Entire Scale
The second type of diagnostic measure is the reliability coefficient that assesses the 
consistency of the entire scale, with Cronbach’s alpha (Cronbach, 1951; Nunnally, 1978; 
Peter, 1979) being the most widely used measure. The generally agreed upon lower limit 
for Cronbach’s alpha is 0.7 (Robinson et al., 1991; Robinson et al., 1991a), although it may 
decrease to 0.6 in exploratory research (Robinson et al., 1991a). One issue in assessing 
Cronbach’s alpha is its positive relationship to the number o f items in the scale. Because 
increasing the number of items, even with the same degree of intercorrelation, will increase
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the reliability value, researchers must place more stringent requirements for scales with a 
large number of items.
Reliability measures derived from CFA
Also available are reliability measures derived from confirmatory factor analysis. Included 
in these measures are the composite reliability and the AVE. As previously mentioned, 
AVE can be used to measure both reliability and convergent validity. AVE is explained in 
Section 4.13.3 of convergent validity.
Complementary to AVE, composite reliability is commonly used in conjunction with SEM 
models. It is easily computed from the squared sum of factor loadings (Xi) for each
construct and the sum of the error variance terms for a construct (8t) as:
In this study the calculation of Cronbach’s alpha coefficient, preceded by item-to-total 
correlations for an initial refinement o f the measures, can be found in Section 7.3. Item-to- 
total correlations were calculated in order to eliminate those items which did not belong to 
the content domain of the constructs examined. However, taking into account that 
Cronbach’s alpha is criticised as it inflates on a measuring scale that has a large number of 
items (Gerbing & Anderson, 1988), the present research also followed suggestions of more 
rigorous tests for CFA.
Thus, three tests were conducted in the present study to assess reliability. First, individual 
item reliability was computed (R2). A value of 0.5 or above proves the evidence of
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accepted reliability (Bollen, 1989b). Secondly, composite reliability was calculated. 
Finally, construct reliability was assessed by estimating AVE. The results are presented in 
the Measurement Model o f Section 7.4.
4 . 1 3 . 5  U n i d i m e n s i o n a l i t y  a s  a n  a s s u m p t i o n  o f  C o n s t r u c t
VALIDITY
Unidimensionality is an assumption underlying the calculation o f construct reliability. It 
occurs when scale items are strongly associated with each other and represent a single 
concept. The assessment o f unidimensionality is to perform confirmatory factor analysis o f  
a multiple-indicator measurement model via goodness-of-fit along with other diagnostic 
tools such as standardised residuals and modification indices (Anderson & Gerbing, 1988). 
In the present study, a variety o f indices, including GFI, CFI, TLI, and RMSEA, as well as 
the overall fit o f the hypothesized model are presented in Chapter six and Chapter seven.
4 . 1 4  A c c e s s  a n d  E t h i c s
Ethics refers to moral principles or values that generally govern the conduct o f an 
individual group. The researcher has to consider ethical issues throughout the period of  
research. Ethical concerns emerge as the researcher plans the investigation, seeks access to 
organisations and to individuals, and collects, analyses and reports the data. Schminke and 
Wells (1999) define ethics in terms o f a code o f behaviour appropriate to academics and 
the conduct o f research. The appropriateness o f behaviour is vital as researchers will be 
affected by broader social norms o f behaviour at the time o f  the study.
The researchers are required to conduct research projects in an objective manner, free from 
personal biases and motives. Improper execution o f research includes using biased
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sampling, ignoring relevant data, or misusing statistics, all of which lead to erroneous or 
misleading results.
The researcher has responsibilities to his/her profession, clients or receptors of the studies, 
and respondents, and must adhere to high ethical standards to ensure that neither, the 
function nor the information are brought into disrepute (Aaker et al., 2007). In this regard, 
the present investigation, which is a purely academic management marketing and strategy 
project, followed the code of ethics of the Mexican Association of Research Agencies, 
(Asociacion Mexicana de Agencias de Investigacion, AMAI) (AMAI, 2008). The AMAI 
code of ethics favours honesty, trust and mutual respect in research. This code serves as a 
guideline for research ethical decisions from which three elements are underlined: 1) 
responsibilities with the informants; 2) social responsibility; and 3) the use of the 
information gathered.
In terms of the responsibilities with the informants, the AMAI code of ethics defends the 
respondent’s ethics and rights. A respondent who, o f his or her free will agrees to 
participate in a marketing research project has the ethical obligation to provide honest and 
truthful answers. The respondent can abstain from answering a sensitive question, but 
falsifying the answer is ethically improper. In the same manner any respondent who 
participates in a research project has the following rights: the right to privacy, the right to 
safety; the right to know the true purpose of the research; the right to the research results; 
and the right to decide which question to answer.
Social responsibility and the use of the information gathered in the AMAI code of ethics 
correspond to the support of the genuine purpose o f the investigation and not to overt or 
covert purposes that could confuse the data collection with different intentions. The
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information gathered through research projects must not be misused in order not to violate 
the respondent’s confidentiality.
4.15 C o n c l u d i n g  C o m m e n t s
This chapter has provided a detailed explanation o f the methodological approach adopted 
in the present study. Specifically, the discussion has covered the philosophical stance, 
where research design and the data collection method were detailed.
The explanation of SEM as the data analysis method referred to its six procedural stages, 
which are developed in other chapters, including: (1) the definition of individual constructs 
in Chapter 3; (2) the development and specification o f the measurement model, as well as, 
(3) designing a study to produce empirical results in Chapter 5; (4) assessing measurement 
model validity in Chapter 7; (5) specifying the structural model and (6) assessing its 
validity in Chapter 8.
Subsequently this chapter has also provided the choice of statistical techniques for data 
analysis, an assessment o f validity and reliability, as well as the ethical and moral 
principles considered by the researcher throughout the period of research.
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C H A PT E R  5  
D a t a  g e n e r a t i o n  a n d  M e a s u r e m e n t s
5.1 In t r o d u c t i o n
This chapter describes the operationalisation o f constructs by selecting measurement scale 
items and scale type. It also covers the execution of data collection by specifying the 
development of the research tactics in terms of planning what to measure and the 
development and pre-testing of the questionnaire used in the process of data collection. 
Moreover, the sampling method is described by defining the target population and 
sampling frame which was focused on the INVs of Mexico; also given are the selection of 
sampling procedure, and sample size and elements.
The final part of this chapter includes the profile of respondents and of the participating 
INV firms.
5.2 C o n s t r u c t  O p e r a t i o n a l i s a t i o n
In line with the positivist approach, the role o f scientific inquiry is to establish the 
relationships that exist among the theoretical constructs, also known as latent variables of 
the research model, with observable data (Braithwaite, 1955; Popper, 1959). These 
constructs are unobservable in nature, but it is imperative to relate them with the empirical 
world, if the model is to be supported or refuted (Bagozzi, 1984; Suppe, 1977). This link to 
the empirical world is reflected in the process of operationalisation which is concerned 
with how th e . construct is to be measured. Nunnally and Bernstein (1994) define
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measurement as a set of rules for assigning symbols to objects in order to: 1) represent 
quantities of attributes, also known as scaling; 2) or define whether the objects fall into 
similar or different categories with respect to a given attribute, likewise identified as 
classification. In social sciences, measurement is typically defined as the designation of 
numbers to observations according to some set of rules (Stevens, 1968; Summers, 1970). 
However, these rules, which can be judged as ‘good’ or ‘bad’ according to their closeness 
to ‘reality’, are particularly difficult to establish simply because ‘reality’ is under 
investigation. Accordingly, constructs and the relationships among them are inferred from 
the observation of presumed indicators o f constructs.
In this regard, one of the most important and sometimes subjective steps is the 
operationalisation of constructs. This definition should provide the basis for selecting or 
designing individual indicator items. A researcher operationalises a construct by selecting 
its measurement scale items and scale type. In survey research, operationalising a construct 
often involves a series of scale items in a common format. The definitions and items are 
derived from two common approaches: scales from prior research and new scale 
development.
In many instances constructs can be defined and operationalised as they have been in 
previous research studies. The majority of research today utilizes scales published in an 
academic journal article (Hair et al., 2006). After the literature search on the individual 
constructs of the present study, those constructs scales that had previously performed well 
were identified and used. The present study used the Likeit-type scale based on its use in 
previous research studies. Also taken into account was the initial exploratory approach
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with the aim to identify the relevance o f the constructs to the INV’s environment and the 
relationship of the variables studied.
The conceptual model exhibited in Figure 3.1 relating to the constructs in this investigation 
and the initial pool of items were designated from the review of literature to conceptualise 
the constructs: 1. EO; 2. ambidextrous innovation strategy; 3. resources; 4. capabilities; 5. 
competitive strategy; 6. positional advantage; 7. performance. Each of the seven constructs 
comprises different dimensions generating a total of twenty seven latent variables detailed 
in the following sections.
The conceptual model is conceptualized at the same level as the RBV theory on which it 
draws. Assessing the relationships at this level of analysis required treating the variables in 
this model as higher order constructs (Kim et al., 2006; Matsuno & Mentzer, 2000; 
Morgan et al., 2004; Zou & Cavusgil, 2002), see Section 7.4.1.
The export venture (i.e., the firm’s efforts in a single product or product line exported to a
specific foreign market) has been identified as the primary unit o f analysis in
understanding the seven constructs. The export venture unit of analysis facilitates the
isolation of specific antecedents in positional advantage to capture differences in the
*
strategies executed by export ventures that face various market requirements (Ambler et 
al., 1999; Cavusgil & Zou, 1994).
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5 .2 .1  R e s o u r c e s  C o n s t r u c t  O p e r a t i o n a l i s a t i o n
There is a significant amount of relevant theoretical work conducted in the strategic 
management field, which offers classifications o f resources (Barney, 1991, 1997; Grant, 
1991; Hall, 1993), thus assisting the task of operationalisation. Particular emphasis has 
been placed on financial, reputational and human resources on determining export venture 
performance.
Financial Resources
These types of resources are concerned with the ability to access cash and capital (Gomez- 
Mejia, 1988). The most important characteristics of INV financial resources are the level 
of financing that can be accessed and the timeframe within which this can be deployed 
(Morgan et al., 2006; Morgan & Hughes, 2007). Given the relatively high working capital 
and financial liquidity requirements of international operations, the fieldwork of the 
j  present study reinforces the literature indicating that access to financial resources is
; essential in enabling INVs to effectively engage in relationship building and marketing
i
activities in international markets (Leonidou & Kaleka, 1998; Yaprak, 1985).
Human Resources
Human resources are based on the knowledge and the experience of individual employees. 
Human resources are related to the number and characteristics of personnel available to 
formulate and implement strategy (Barney, 1991; Barney & Wright, 1998; Morgan & 
Hughes, 2007).
Important aspects of human resources identified in the literature indicate the individual- 
level of experience, knowledge, and skills of the available person (Cavusgil & Zou, 1994;
(
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Daily et al., 2000; Morgan et al., 2006). In the context of INVs, the fieldwork supports the 
international business literature indicating that INVs’ managers think of human resources 
as concerning the breadth and depth of personnel available to design and execute the 
venture’s marketing strategy (Dimantopoulos & Schlegelmilch, 1994).
Reputational Resources
Reputational resources relate to the intangible image-based assets available to the firm 
(Femhaber & McDougall, 2009; Fombrun & Shanley, 1990). Reputational resources 
include brand image, brand personality and brand name awareness. Brand image is a set of 
brand associations which according to Roth (1995), is related with functional image, social 
image and sensory image. Brand awareness includes the concepts o f brand recall and brand 
recognition (Steenkamp et al., 2003). The distinctiveness of the brand image can make a 
brand more interesting and memorable to express the customer’s identity. The appeal of 
the brand personality can even become a vehicle to express a customer's identity (Keller, 
1993).
Operationalisation of Resources
Resources have been operationalised as a higher order construct defined on the basis of 
Morgan and colleagues (2006) with three dimensions, namely, financial, human and 
reputational, detailed in Table 5.1. A Likert-type seven point scale was employed to 
operationalise resources ranging from (1) ‘Much Worse’ to (7) ‘Much Better’ with a mid­
point label of ‘About the same’ as presented in Table 5.9.
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TABLE 5.1 Sources of Resources Measures
Financial Level of financial resources 
available
Access to capital
Speed of acquiring and 
deploying financial resources
Size of financial resources 
devoted to this export venture
Ability to find additional financial 
resources when needed
finRes_av
access_cap
speed_finRes
size_finRes
ability_find_finRes
Morgan, Vorhies and 
Schlegelmilch (2006)
Human Knowledge of export marketing 
personnel
The quality of our export 
marketing people
Experience of our export 
marketing personnel
The skills of our export marketing 
people
Know_exMkting
qual_exMkting
expe_exMkting
skills_exMkting
Morgan, Vorhies and 
Schlegelmilch (2006)
Reputational Distinctiveness of our brand 
image
Brand name awareness 
Appeal of our brand ‘personality’ 
Strength of our brand image
dis_brandlmage
brand Name_aw
brandPer
Str_brandlm
Morgan, Vorhies and 
Schlegelmilch (2006)
5.2 .2  C a p a b i l i t i e s  C o n s t r u c t  O p e r a t i o n a l i s a t i o n
Capabilities are configurations of routines and resources that allow an organization to 
achieve its goals (Nelson & Winter, 1982). The present study focuses on four capabilities: 
pricing, service, distribution, and communication. These capabilities are not exhaustive but 
rather representative of the core functional capabilities in the marketing mix that managers 
of INVs can leverage.
Pricing Capabilities
Pricing capabilities concern the extent to which an INV can effectively use and manage 
pricing tactics to respond to competitors’ challenges and customer changes in the 
international market. As a spanning capability (Day, 1994), pricing capability helps an 
INV meet the price competition in the international market. It also facilitates the
2 1 9
implementation o f cost-control measures and effective financial management, leading to a 
low-cost position for the INV. Dicksen (1992) has developed a theory o f competitive 
rationality in which he argues that the lack o f fit between supply and demand offers 
opportunities for suppliers that respond quickly. Therefore, the fieldwork o f the present 
study sustains the literature’s argument that responding quickly to competitors’ pricing 
tactics and customer needs may offer firms strong motivation to find ways to decrease 
costs without affecting the potency o f output (Ames & Hlavacek, 1990; Dicksen, 1992). 
Effective cost control would give an INV an edge over its rivals, thereby leading to low  
control advantage (Zou et al., 2003).
Service Capabilities
Service attributes are recently considered as principal determinants o f the purchasing 
process (Choi & Hartley, 1996). A buyer may focus on non-price factors and select 
products which do not have the lowest price if  this choice is important to the purchasing 
firm’s strategy to achieve and sustain differentiation advantage in the market or segment in 
which it competes (Katsikeas et al., 2004). The differentiation advantages o f service 
capabilities require a high level o f  after sales service (Anderson & Coughlan, 1987; Lilien, 
1979). The fieldwork o f the present study sustains the argument that delivering high 
quality after-sales service, attracting and retaining after-sales personnel, as well as training 
after-sales service personnel are significant service capabilities that enable INVs to design 
pertinent marketing strategies.
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Distribution Capabilities
Distribution capabilities are the INV’s abilities to provide superior support to distributors 
and to develop a close relationship with them. As a critical channel-bonding capability 
(Day, 1994) it requires a close relationship o f INVs and distributors. In this regard, the 
influence of INVs on distributors is empowered (Keegan, 1984) in terms of offering 
superior customer service. In the international market, because of the difficulty of 
acquiring accurate information about customers, an INV that wants differentiation 
advantages must secure the close cooperation o f distributors (Porter, 1986). The fieldwork 
of the present study supports the view that a strong distribution capability helps secure 
such close cooperation from INVs distributors (Zou et al., 2003). In this study, distribution 
capabilities focus on adding value to distributors’ businesses. INVs distribution capabilities 
are measured in terms of the levels of support to distributors, the closeness in working with 
distributors/retailers as well as attracting and retaining the best distributors.
Communication Capabilities
Communication capabilities refer to the extent to which an INV can effectively use and 
manage information with its customers (Zou et al., 2003) and channel members (Morgan & 
Hunt, 1994). In increasingly dynamic marketplaces, communication capabilities have been 
identified as an important asset (Hult & Ketchen, 2001). Communication capability 
includes three critical processes, identified by Day (1994): market sensing, customer 
linkage, and channel bonding. Day argues that communications occur at many levels. 
When the focus is on customers, the function of communication is customer linkage. 
Communication is concerned with the number and quality of existing relationships with
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key constituents such as customers and channel members (Morgan & Hunt, 1994), in order 
to persuade customers through the features, price, terms and maintenance of the firm’s 
product.
Market sensing enhances an INV’s ability to respond effectively and quickly to shifts in 
customers’ preferences. In addition, market sensing enhances an INV’s ability to gather 
competitor information, such as a competitor’s cost structures and competitive behaviours. 
The fieldwork of the present study supports the limited INV literature in this area 
(Cadogan et al., 2002) in suggesting that international market knowledge is a key resource 
in enabling INVs to develop and effectively execute appropriate marketing strategies.
Communications between an INV and the distributors also facilitate channel bonding 
because of the communications effect on trust and commitment (Duncan & Moriarty, 
1998; Morgan & Hunt, 1994). The fieldwork of the present study supports the international 
business literature in suggesting that a good quality o f channel relationships in the 
international market are particularly important drivers o f an INV’s ability to design and 
execute appropriate INV marketing strategies (Ambler et al., 1999; Leonidou & Kaleka, 
1998).
Operationalisation of Capabilities
Capabilities have been operationalised as a higher order construct based on four 
dimensions: distribution, service, communication and pricing. Distribution and pricing 
capabilities were measured through Zou and colleagues (2003); whereas service 
capabilities were operationalised based on Katsikeas and colleagues (2004), as well as
Choi and Harley (1996). Communication capabilities were assessed with the fundament of 
Morgan and colleagues (2006); Morgan, Vorhies and Katsikeas (2003); and Morgan and 
Hunt (1994), which are consistent with the recent measures of Hughes and Morgan (2007), 
see Table 5.2. A Likert-type seven point scale was employed to operationalise capabilities 
ranging from (1) ‘Much Worse’ to (7) ‘Much Better’ with a mid-point label of ‘About the 
same’ as exhibited in Table 5.9.
TABLE 5.2 Sources of Capabilities Measures
Distribution Adding value to distributors’ 
businesses
Attracting and retaining the 
best distributors in the export 
venture market
Providing high levels of 
support to distributors 
Closeness in working with 
distributors/retailers in this 
market
add_value_dist
attr_ret_best_dist
high_supp_dist
Close_work_dist
Zou, Fang,& Zhao 
(2003)
Service Delivering high quality after­
sales service
Attracting and retaining after­
sales service personnel
Training after-sales service 
personnel
deliv_high_qual_afterSalesServ
attract_retain_afterSalesServ_person
train_afterSalesServ_person
Katsikeas, 
Paparoidamis & 
Katsikea (2004) 
Choi & Harley 
(1996)
Pricing Responding effectively to 
competitor’s pricing tactics
Using our pricing skills to 
respond quickly to any 
customer changes
Communicating pricing 
structures and levels to 
customers
res p_eff e_com pP ri 
Resp_quick_custChange
Comm._pri
Zou, Fang, & Zhao 
(2003)
Communication Quality of our channel 
relationships in this export 
market
Knowledge of competitors in 
this market
Information related to doing 
business in this market 
Number of customers with 
whom we already have a 
relationship
qual_chRel
compKnow_expMkt
lnfo_doBus_expMkt
num_cust
Morgan, Vorhies and
Schlegelmilch
(2006)
Morgan, Zou, 
Vorhies, Katsikeas 
(2003)
Morgan & Hunt 
(1994)
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5 .2 .3  C o m p e t i t i v e  S t r a t e g y  C o n s t r u c t  O p e r a t i o n a l i s a t i o n
Competitive strategy is linked to the relationship between an INV’s available resources and 
capabilities, with its positional advantage by determining how well available resources and 
capabilities are matched with market requirements (Collis, 1995; Teece et al., 1997). Also 
with the appropriateness of planned resource and capability allocation (Castanias & Helfat, 
1991; Oliver, 1997) as well as the quality of strategy implementation (Day & Wensley, 
1988; Dickson, 1992). Thus, the fieldwork of the present study posits that both, the 
competitive strategies and the adequate deployment of available resources and capabilities, 
generate linkages with the positional advantages achieved by the INV (Conner, 1991; 
Grant, 1991; Morgan et al., 2004).
Porter’s low-cost-differentiation framework constitutes a major contribution to 
development of strategic management literature. A key shortcoming of the low-cost- 
differentiation dichotomy, however, is that these two strategic imperatives are neither 
opposites in the purest sense, nor are they always mutually exclusive (Bradley, 2006; Hill, 
1988; Parnell, 1997). The “combination strategy school” argues that successful firms over 
the long term exhibit one or more forms of differentiation, including differentiation service 
and cost leadership. Successful businesses are usually positioned to capitalise on an 
attractive value proposition emanating directly from their combination of low cost and 
differentiation (Wright, 1987).
Following the “combination strategy school” and concentrating on a specific market, the 
generic strategic alternatives for the competing firm are: cost leadership and 
differentiation. With regard to cost, the literature reports two types of cost leadership: cost
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efficiency and asset parsimony. Cost efficiency focus on minimising cost per unit o f 
output, alternatively asset parsimony concentrates on reducing the assets needed to produce 
each unit. In terms of differentiation, two dimensions are proposed: marketing and service 
differentiation.
From the exploratory interviews with INVs managers it was evident that they experienced 
significant difficulty with conceptualising asset parsimony as a distinct construct; they 
were more inclined to consider it was a way to reduce cost. Additionally, the exploratory 
interviews indicated that INV firms were placing a great deal of emphasis on differentiated 
customer service elements, especially delivery services. Indeed, managers stressed the fact 
that they were trying to improve the value of their offering to customers through superior 
delivery service and the response to end-user customer orders. In this regard, this author 
decided to include delivery differentiation items in measuring the competitive strategy 
pursued by INVs
A marketing differentiation strategy provides uniqueness through image, customer, 
advertising, promotions, and other marketing related activities (Menguc et al., 2007; Pla- 
Barber & Escriba-Esteve, 2006). In this respect, marketing differentiation refers to the 
market sensing and customer-linking capabilities that firms use to connect customers to the 
firm (Day, 1994).
Based on the “combination strategy school”, the fieldwork of the present study supports 
the argument that INVs successfully combine low costs and differentiation in order to 
create synergies that overcome any tradeoffs that may be associated with that same 
combination.
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Operationalisation of Competitive Strategy
Competitive strategy Has been operationalised as a higher order construct based on three 
dimensions: cost leadership, marketing differentiation and delivery differentiation.
In the present study three key areas of planned resource and capability deployment have 
been adapted from Morgan and colleagues (2004) that support INV’s strategic choices in 
competing for target customers. First, cost leadership provides customers with lower prices 
than competitors (Aulakh et al., 2000; Hill, 1988; Styles & Ambler, 1994; Sullivan & 
Bauerschmidt, 1991). Second, marketing differentiation develops new and distinct INV 
products (Aulakh et al., 2000; Samiee & Roth, 1992; Styles & Ambler, 1994) as well as 
investments in marketing communications (Menguc et al., 2007; Spanos & Lioukas, 2001). 
Marketing communications is an attempt to build marketing sensing and customer linking 
capabilities. Third, delivery differentiation enhances efficiency in the delivery of value 
offerings to customers (Cavusgil & Zou, 1994; Roth & Morrison, 1992). The individual 
items describing each of the above dimensions are presented in Table 5.3. A Likert-type 
seven point scale was employed to operationalise export competitive strategy ranging from 
(1) ‘Not at all’ to (7) ‘To a great Extent’ with a mid-point label of ‘To some Extent’ as 
depicted in Table 5.11
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TABLE 5.3 Sources of Competitive Strategy M easures
Delivery
Differentiation
...guarantee delivery times?
...offer quick delivery and 
response to end-user customer 
orders?
...achieve quick delivery and 
response to distributor orders?
guarantee_deliv_times
off_quick_deliv
achieve_quick_deliv
Morgan, Kaleka & Katsikeas 
(2004)
Roth & Morrison (1992) 
Cavusgil & Zou (1994)
Marketing
Differentiation
...invest in marketing 
communications to build 
awareness?
...develop new export venture 
product offerings?
...offer a highly differentiated 
export venture product(s)?
lnv_mktingComm_aware
dev_newEVProd
off_high_diff_EVProd
Spanos, Lioukas (2001)
Morgan, Kaleka & Katsikeas 
(2004)
Aulakh, Kotabe, 
Teegen(2000)
Cost Leadership ...be the lowest cost provider in 
this export market?
...provide export venture 
customers with lower prices 
than competitors?
...tightly control export venture 
selling and promotion 
expense?
...invest in cost savings 
technology
low_prov_EVMkt
EV_cust_low_price
control_EV_sell_prom_e
xpense
lnv_cos_sav_tech
Aulakh, Kotabe, 
Teegen(2000)
Styles & Ambler (1994)
5 .2 .4  P o s i t i o n a l  A d v a n t a g e  C o n s t r u c t  O p e r a t i o n a l i s a t i o n
This construct captures the positional competitive advantage achieved in the market. 
«. Within the strategic management literature the factors leading to positional competitive 
advantages can be constructed broadly as lower relative costs and superior customer value 
(Lado et al., 1992; Parnell, 2006; Spanos & Lioukas, 2001).
Attempts to operationally define positional advantage in the strategic management field of 
INVs are scant. However, viewed as positional advantage achieved, the strategy literature 
suggests several facets o f the competitive advantage construct (Grant, 1995). Further 
. elucidated by the exploratory interviews with INVs’ executives, it appears that these facets 
; -san be epitomised in the following three dimensions: cost, marketing product and
&
k  ' t
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promotion, the last two accounting for the superior customer value advantage (see Section 
3.4.1).
Cost advantage involves the resources consumed in producing and marketing the venture’s 
value offering and affects price and perceived value in the international market (Kotha & 
Nair, 1995).
The positional advantage based on superior customer value considers image based assets 
available to the firm (Fombrun & Shanley, 1990; Hall, 1993), the design, style and 
availability of the product (Katsikeas et al., 2004). Perhaps a firm’s most valuable image 
based asset for improving marketing productivity is the knowledge that has been created 
about the brand in consumer’s minds, especially when the consumer is familiar with the 
brand and holds some favourable, strong and unique brand associations in memory. These 
perceptions are known as brand image, whereas brand personality can make a brand more 
interesting and memorable, and can even become a vehicle to express a customer's identity 
(Keller, 1993).
The fieldwork of the present study indicates that superior customer value and lower 
relative cost can enable INVs to build and protect market share and positional advantage. 
The definition of positional advantage as superior customer value and lower relative costs 
could denote the comparative nature o f the construct, along with the decisive presence of 
the two market factors, namely, customers and competitors. While competitors are the 
reference point for comparison in defining both superior customer value and lower relative 
costs, it is customers’ perceptions o f the relative value o f the offer that determine the 
establishment of a differentiation-based advantage in a specific market (Barney, 1997).
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Ideally, the positional advantage measurement requires obtaining feedback from these two 
parties, namely, customers and competitors; however, this is not feasible given the research
i
design selected. Drawing upon the exploratory interviews with managers it was confirmed 
that the INV executives were knowledgeable of both customers’ preferences and 
competitors’ moves. This author understands is a big assumption to think that managers 
know about their competitors moves, however it is found in previous export research 
(Morgan et al., 2004). This is reinforced with the definition o f positional advantage used in 
the present study, where positional advantage can be conceptualised as a superior market 
place position that captures the provision of superior customer value and the achievement 
of lower relative costs (Day & Wensley, 1988).
Operationalisation of Positional Advantage
Positional advantage has been operationalised as a higher order constmct based on three 
dimensions: cost, promotion and marketing product.
The respondents were asked to provide an estimate of how their business compared with 
those of their competitors with regard to a number o f different aspects of cost, marketing 
product (Morgan et al., 2004) and promotion (Morgan et al., 2006), within the context of 
the specific INV. In this way, customers were indirectly taken into account, see Table 5.4. 
A Likert-type seven point scale was applied to operationalise capabilities ranging from (1) 
‘Much Worse’ to (7) ‘Much Better’ with a mid-point label o f ‘About the same’ as depicted 
in Table 5.9.
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TABLE 5.4 Sources of Positional Advantage Measures
Sub-constructs Measurement Items Label Source
Cost Unit production costs 
Cost of goods sold 
Actual selling price 
Payment and credit terms
unit_prod_cost 
cost_goods 
actual_sell_price 
pay credit terms
Morgan, 
Kaleka & 
Katsikeas 
(2004)
Promotion Share of mind 
Brand personality 
Brand image
share_mind
brand_per
brandjmage
Morgan, 
Vorhies and 
Schlegelmilch 
(2006)
Marketing Product Product availability for 
customers
Channel delivery speed to 
customers
Product design and style
prod_av
ch_deli
prod_des_style
Morgan, 
Kaleka & 
Katsikeas 
(2004)
Positional advantages are direct antecedents of INV performance because the relative 
superiority of a venture’s value offering determines target customers’ buying behaviour 
(Anderson et al., 1994; Piercy et al., 1998) and the outcomes of this behaviour for the INV 
(Cavusgil & Zou, 1994).
5.2.5 PERFORM ANCE C O N STR U CT OPERATIONALISATION
It is clear that multidimensional measures of performance should be employed in the field 
of marketing (Morgan et al., 2004). The operationalisation of the performance construct in 
the IB context is diverse and complex owing to cross-border variations in the market share, 
type of measure, and level of analysis (Hult et al., 2008), see Section 3.4.7.
Accordingly, INV performance is conceptualised in this study at the export venture level in 
terms of three dimensions for the present study: 1) effectiveness, the extent to which 
organisational goals and objectives are met; 2) efficiency, the relationship between 
performance financial outcomes and the inputs required to achieve them; and, 3)
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adaptiveness, the operational ability to respond to environmental changes (Jaworski & 
Kohli, 1993; Walker et al., 1987). In most studies, measurement of performance is 
unidimensional in nature, with the emphasis on the use of measures concerning the 
effectiveness dimension. Measures that assess the efficiency dimension of performance are 
less frequently used (Zou et al., 2003). Scant attention has been paid to the assessment of 
the adaptiveness dimension of performance. Focusing only on unidimensional 
measurement approaches may lead to an incomplete understanding o f the performance of 
the firm. Therefore, it is important that multidimensional performance conceptualisations 
and operationalisations be adopted, reflecting contemporary theoretical developments in 
the general marketing fields.
Effectiveness
Effectiveness is the success o f a venture’s products and programs in relation to those of its 
competitors in the market. In the present study, effectiveness was measured by the items 
market share growth and positive changes in market share in comparison with that of 
competitors or changes in the market share (Vorhies & Morgan, 2003; Walker et al., 1987).
Efficiency
Efficiency is the outcome of a venture’s products and programs in relation to the resources 
employed in implementing them. The present investigation applied the common measures 
of efficiency based on profitability such as return on investment, return on sales and the 
venture’s margin (Vorhies & Morgan, 2003; Walker et al., 1987).
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1Adaptiveness
Adaptiveness is the venture’s success in responding over time to changing conditions and 
opportunities in the environment. Adaptiveness can be measured in a variety of ways, the 
present study utilised the most common measures like the number and revenue of 
successful new INV products in relation to those of competitors, as well as time to market 
for new INV products and the response to competitors product changes in this market 
(Walker et al.,1987).
Operationalisation of Performance
Performance has been operationalised as a higher order construct based on three 
dimensions: efficiency, adaptiveness and effectiveness.
The participating INV executives were asked to provide their own rating of their firm’s 
performance in comparison to competitors in the market (Hooley et al., 1990; Peng & 
York, 2001) in terms of effectiveness, efficiency and adaptiveness (Walker et al.,1987), as 
presented in Table 5.5. A Likert-type seven point scale was employed to operationalise 
capabilities ranging from (1) ‘Much Worse’ to (7) ‘Much Better’ with a mid-point label of 
‘About the same’ as depicted in Table 5.9.
J i
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TABLE 5.5 Sources of Performance Measures
Effectiveness Market share growth
Positive changes in market share
Acquiring new customers
mkSh _grow 
pos_change_mkSh 
acq cust
Walker & Ruekert 
(1987)
Efficiency Return on Investment (ROI) 
Export Venture margins 
Return on Sales (ROS)
ROI
EV_margin
ROS
Walker & Ruekert 
(1987)
Adaptiveness Revenue from new export 
venture products
Number of successful new export 
venture products
Time to market for new export 
venture products 
Responding to competitors 
product changes in this export 
market
revnewEVProd
num_succ_newEVProd
timeMkt_newEVProd
resp_comp_expMkt
Walker & Ruekert 
(1987)
5.2.6 EO C o n s t r u c t  O p e r a t i o n a l i s a t i o n
The concept of EO encapsulates the firm-level processes, practices, decision-making style 
(Lumpkin & Dess, 1996), and strategic orientation (Wiklund & Shepherd, 2003) of an 
entrepreneurially-oriented firm. It is a multidimensional construct that changes as firm 
evolves to better suit the strategic and market needs. Lumpkin and Dess (1996) reasoned 
that EO dimensions might lead to favourable outcomes on one performance dimension, but 
unfavourable outcomes on another depending on different conditions. Consequently, these 
authors further suggested that as firms change, the nature of their EO might change with it. 
Age and size determine much of the firms’ needs; Lumpkin and Dess (1996) highlighted 
the fact that very young firms, which are usually small might exhibit dependency on risk- 
taking, for example, more than older and larger firms to achieve improved performance. 
They conclude that not all EO dimensions may be present or valuable as it depends on firm 
context and stage of development.
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Although Lumpkin and Dess (1996) identify five dimensions of EO, typical 
conceptualisations o f EO include three dimensions: proactiveness, risk taking and 
innovativeness (Covin & Slevin, 1989; Miller, 1983; Wiklund, 1999; Wiklund & 
Shepherd, 2003, 2005a; Zahra, 1991). However, the theoretical relevance o f autonomy and 
the less attention paid to it in prior EO research provides the impetus to explore this 
dimension in INVs. Previous research supports the view that autonomy promotes the 
launching o f entrepreneurial ventures and increases the competitiveness and effectiveness 
o f firms (Brock, 2003). As such, numerous scholars have argued that autonomy is required 
for entrepreneurial initiatives to emerge and thrive, and constitutes a basic feature of 
entrepreneurially oriented organisations. A conceptualisation o f EO with clear defined sub­
dimensions offers the possibility o f prescribing more finely tuned sets o f activities to 
deliver specific new venture success outcomes (Lumpkin et al., 2009).
In addition to the above, recent studies o f EO and international entrepreneurial business 
venture start-ups indicate that proactiveness and risk-taking components are positively 
related with the EO o f start-ups, while innovativeness is associated more with the ongoing 
process o f business continuity (Kropp et al., 2008).
In the present study EO is operationalised through riskiness, proactiveness and autonomy. 
Riskiness
Riskiness reflects an acceptance of uncertainty and risk inherent in original activity and is 
typically characterised by resource commitment to uncertain outcomes and activities.
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Proactiveness
Proactiveness relates to a forward-looking perspective, where companies actively seek to 
anticipate opportunities to develop and introduce new products for the purpose o f obtaining 
first-mover advantages and shape the direction of the environment.
Autonomy
Autonomy describes the authority and independence given to an individual or team within 
the firm to develop business concepts and visions and carry them through to completion 
(Homsby et al., 2002; Morgan & Strong, 2003).
Operationalisation of EO
EO has been operationalised as a higher order construct based on three dimensions: 
proactiveness, autonomy and riskiness.
Participant executives were asked to provide their own rating o f their firm’s EO related to 
the INV in terms o f riskiness, proactiveness (Morgan & Strong, 2003) and autonomy 
(Homsby et al., 2002), as presented in Table 5.6. A Likert-type seven point scale was 
employed to operationalise capabilities ranging from (1) ‘Not at All’ to (7) ‘To a great 
Extent’ with a mid-point label o f ‘To some Extent’ as depicted in Table 5.11.
The use of weighted measures on a Likert-type scale for performance became extremely 
adequate to extract this kind of delicate information and to encourage reliable responses, as 
prior research suggests (Dess & Robinson, 1984). As known, SMEs present a problem with 
respect to publicly available financial information and such firms are often reluctant to
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divulge this information to researchers, regardless of the amount of anonymity promised 
(Covin & Covin, 1990; Fiorito & LaForge, 1986).
TABLE 5.6 Sources of EO Measures
Sub-constructs Measurement Items Label Source
Proactiveness We are usually the first ones 
to introduce new brands of 
products in the market
We are constantly on the 
lookout for business that can 
be acquired
First_intro_new_brands
look_out_bus
Morgan & Strong 
(2003)
Riskiness New projects are approved on 
a ‘stage by stage” basis rather 
than with “blanket” approval*
We have a tendency to 
support projects where the 
expected returns are certain
We are constantly seeking 
new opportunities related to 
present operations
new_proj_stage_by_stage 
supp_proj_certain_ret 
new_opp_pre_oper
Morgan & Strong 
(2003)
Autonomy Employees are permitted to 
act and think without 
interference
Employees perform jobs that 
allow them to make and 
instigate changes in the way 
they perform their work tasks
Employees are given 
authority and responsibility to 
act alone if they think it to be 
in the best interests of the 
business
Employees_no_interf
Employees_make_changes
Employees_authority_acto_alone
Engel (1970); 
Hornsby, Kuratko & 
Zahra (2002); 
Spreitzer (1995)
* Items reversed-scored for analysis purposes
Also, it is important to take into account that there have been widespread reports of a 
positive relationship between EO and performance (Wiklund, 1999; Wiklund & Shepherd, 
2003, 2005a; Zalira, 1991; Zahra & Covin, 1995).
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5 .2 .7  A m b id e x t r o u s  In n o v a t i o n  S t r a t e g y  C o n s t r u c t  
O p e r a t i o n a l i s a t i o n
A central concern of corporate strategy has to do with making choices about how much to 
invest in different types of activities. Two broad types of activities between which firms 
divide attention and resources, named exploration and exploitation, have been proposed in 
the literature. Exploration implies firm behaviours characterised by search, discovery, 
experimentation, risk taking and innovation, while exploitation implies firm behaviours 
characterised by refinement, implementation, efficiency, production and selection (Cheng 
andVandeVen, 1996; March, 1991).
While the conceptual distinction between exploration and exploitation and their 
implications for strategy and structure have been intensively studied, there has been 
surprisingly little empirical investigation of the association effect between the two 
(Lubatkin et al., 2006). This is notwithstanding the popular ambidexterity premise 
suggested by Tushman and O ’Reilly (2004) that firms need to achieve a ‘balance’ between 
the two to achieve superior performance. Ambidextrous firms are capable o f exploiting 
existing competences as well as exploring new opportunities with equal dexterity (Gibson 
& Birkinshaw, 2004).
Exploration and exploitation are fundamentally different logics that create tensions. They 
compete for firms’ scarce resources, resulting in the need for firms to manage the trade­
offs between the two. However, recent literature suggests the synergistic effect between the 
two, and hence there is a need for firms to manage the balance between the two (Levinthal 
& March, 1993).
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The concept of ambidexterity is also implicit in the recent conceptualisation of dynamic 
capabilities by Eisenhardt and Martin (2000) who suggested that overall, dynamic 
capabilities require a blend of the two different strategic logics, namely the logic of 
exploration and the logic of exploitation. According to Katila and Ahuja (2002), 
exploitation of existing capabilities is often needed to explore new capabilities, and 
exploration of new capabilities also enhances a firm’s existing knowledge base.
Taking into account that the present study tests the performance of IN Vs on the basis of the 
resource based view, this investigation also aims to examine ambidexterity in the particular 
context of IN Vs* innovation strategy. In the present study ambidextrous innovation 
strategy is operationalised through the explorative and exploitative innovation strategies of 
He and Wong (2004).
Explorative Innovation Strategy
Exploratory activities increase the variance and generate internal variety (McGrath, 2001). 
The explorative innovation dimension denotes technological innovation aimed at entering 
new product-market domains. Therefore, in this study explorative innovation strategy is 
implemented based on the introduction of a new generation of products, extension of 
product range and penetration to new technology fields (He & Wong, 2004).
Exploitative Innovation Strategy
Exploitative activities are variance-decreasing and efficiency-oriented (March, 1991). The 
exploitative innovation dimension denotes technological innovation activities aimed at 
improving existing product-market positions. Hence, in the present investigation 
exploitative innovation strategy is implemented through the improvement of existing
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Vproduct quality and production flexibility, as well as the betterment yield or reduction in 
material consumption (He & Wong, 2004).
Operationalisation of Ambidextrous Innovation Strategy
Ambidextrous innovation strategy has been operationalised based on two dimensions: 
exploration and exploitation. Both dimensions are presented in Table 5.7. A Likert-type 
seven point scale was employed to operationalise capabilities ranging from (1) ‘Not 
Important’ to (7) ‘Very Important’ as depicted in Table 5.12.
Modelling ambidexterity required the combination of exploitation and exploration. In the 
search for the most explainable approach to do so, an additive measure has been used. This 
has been based on Lubatkin and colleagues’ (2006) suggestion that the additive approach 
regards less significant loss o f information, see Section 7.4.1.
TABLE 5.7 Sources of Ambidextrous Innovation Strategy Measures
Explorative Introduce new generation of products 
Extend product range 
Enter new technology fields
new_gen_prod 
extend_prod_range 
enter new tech fields
He & Wong (2004)
Exploitative Improve yield or reduce material 
consumption
Improve production flexibility 
Improve existing product quality
improve_yield_reduce_m
at_cons
improve _prod_flex 
improve prod..qual
He & Wong (2004)
5.3 E x e c u t i o n  o f  D a t a  C o l l e c t i o n
With the basic model specified in terms of constructs and measured variables, this step 
requires that the study be designed and executed to collect data for testing the measurement 
model, in order to focus on research design and model estimation.
239
This section is organised in four parts. It starts with the theoretical explanation of 
designing a study to produce empirical results which is composed of 1) research design in 
SEM; and 2) model estimation in SEM. Then it moves to the execution of data collection 
which includes 3) research tactics; and 4) sampling techniques. These four parts are 
depicted in Figure 5.1.
FIGURE 5.1 Study Design in SEM
SOURCE: Adapted from Hair, et al. (2 0 0 6 ) pg. 737 & Aaker e l al. (2007) pg. 317,380
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The research tactics include specifics of the measurement, the questionnaire development, 
the plan for choosing the sample and the methods of analyses.
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It is recognised that marketing research has advanced progressively, however questionnaire 
design is “still an art not a science” (Churchill & Iacobucci, 2005:234). Similarly other 
authors add their voice by asserting that “questionnaire construction is properly regarded 
as a very imperfect art” (Aaker et al.,2007:316).
As exhibited in Figure 5.2 the guidelines this study employed for questionnaire 
construction were based on several authors (Aaker et al., 2007; Churchill & Iacobucci, 
2005). Also, regarding the international characteristics o f the present investigation, step 6 
was incorporated into the design by this author based on the publications of Douglas and 
Craig (2007) relating to the effective translation of the measurement instruments.
FIGURE 5.2 Process of Questionnaire Design
SOURCE: Adapted from Churchill and Iacobucci (2005) p.237; Aaker ct. al. (2007) p.317
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5.4.1 P l a n n i n g  w h a t  t o  M e a s u r e
During this first phase of specification about what information should be collected, this 
research placed emphasis on revisiting the research objectives enriched by the experience 
of related studies on IN Vs from exploratory research. As the hypotheses determine what 
information should be sought and from whom (McDaniel & Gates, 2007), the 
questionnaire used in this study was designed to solicit responses for the seven constructs 
incorporated in the conceptual framework (see Figure 3.1).
The conceptualisation of all these constructs - EO, ambidextrous innovation strategy, 
resources, capabilities, competitive strategy, positional advantage, performance - have 
been described in Chapter three and operationalised in Section 5.2. Also the characteristics 
of the business, of the INV and of the respondent were included in order to provide a better 
understanding of their overall profiles (see Appendix 1).
The questions related to the business characteristics were important to match with the 
previous data this researcher had elaborated. These questions include the size and age of 
the business, its industry sector, and when the international operations started. During the 
sampling, the researcher elaborated a customized INVs’ database from secondary data of 
export firms in Mexico (see Figure 5.11) in order to apply the questionnaire directly to 
Mexican INV firms. However, as INV firms are small, technology oriented and 
international at inception (Knight & Cavusgil, 1996; Oviatt & McDougall, 1999), the 
business characteristics questions reassured the author that the questionnaire had targeted 
the desired sample.
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5 .4 .2  T y p e  o f  Q u e s t i o n n a i r e  a n d  A d m i n i s t r a t i o n  M e t h o d
The questions for the present study were framed as structured regarding the deductive 
hypotheses-test approach of this research. A telephone survey of 260 respondents was 
conducted to determine the resource base of the IN Vs, their innovation strategy and their 
EO in relation with their performance. Telephone interviews utilizing the key informant 
approach for selecting managers o f INVs was chosen recognising the importance of 
manager involvement in international marketing strategy decisions.
It is common to find in marketing literature that quantitative, large-scale investigations 
must frequently confront a lack of archival data on constructs of interest. Thus, they must 
frequently rely on reports o f key informants. This study adopted the key informant 
approach based on the assumption that this person is able to provide valid opinions and 
perceptions of those other key decision-makers in the firm (Kumar et al., 1993). The 
respondents of the telephone survey were key informants chosen from the respondent INV 
firm with knowledge of the export ventures of the firm.
Although empirical studies suggest that key informant methods have been associated with 
ethnographic research, in the marketing context generally they have been in conjunction 
with survey data collection procedures (Phillips, 1981).
While validity and reliability o f multiple-informant studies are well documented (Bagozzi 
et al., 1991; Phillips, 1981), recent studies in marketing related to export involvement have 
relied on single informants (George & Torger, 1982; Kumar et al., 1993; Lim et al., 2006). 
Further, a multiple-informant approach could be very costly in Mexico (Aulakh et al., 
2000; Pamiar, 2003).
A
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Although survey research based on key informants has been useful in studying certain 
contexts, it may be the only feasible way to get the desired information (Dess & Robinson, 
1984). To maintain the validity of this data collection methodology, the selection of key 
informants and informant response bias were implemented leading to a systematic 
exclusion of firms from a population (Huber & Power, 1985).
The selection of key informants rested upon targeting the managers who were explicitly 
responsible for their firm’s international operations. This avoided informants from other 
positions completing the questionnaire. To minimize informant response bias the 
respondents were repeatedly reminded during the interview that there were no perfect 
answers, and were asked to answer the question based on the real situation of the firm.
Non response bias could not be statistically examined because comprehensive secondary 
information was not available, and early and late respondents could not be compared, as 
the questionnaires were telephone interviews.
However, sample characteristics point to the appropriateness of the represented firms for 
testing the model, in that the firms on average had foreign sales of 25.3% o f total sales and 
the sample firms belonged to different industries.
5 .4 .3  Q u e s t i o n n a i r e  f o r m a t
Before specific questions could be phrased for the present study, the decision was made as 
to the degree of freedom to be given to respondents in answering the questions. As 
comparability of respondents is an essential prelude to the use of analytical methods, this 
descriptive study used closed-response questions. Assuming that each respondent interprets
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the words in the same way, the most significant advantage of these questions in large scale 
surveys is that the answers are directly comparable. Also, closed-response questions are 
easier to answer in a telephone interview, they require less effort by the interviewer and 
they make tabulation and analysis easier. There is less potential error due to differences in 
the way structured questions are asked and responses recorded and normally they take less 
time than equivalent open-ended questions (Aaker et al., 2007; Zikmund, 2003).
The advantages that closed-response questions offer to his study are clear. However, 
closed-response questions present several limitations which include the difficulty of 
question development, rigidity and middle alternative inclusion of alternative responses. 
The present study strove to overcome the limitations of this kind of question in several 
ways. First, there are multiple writings that approach how precise questions are hard to 
develop, for instance since the nineteen fifties we find concern in the literature regarding 
tile “art o f asking questions” (Payne, 1951:87). The fact that an answer will be received for 
a closed-question no matter what its degree of relevance, emphasizes the importance of 
including relevant categories (Bishop et al., 1986; Friedman, 1988). In order to produce 
meaningful results, the present study placed special care on formulating the questionnaire 
with suitable categories. It is suggested that exploratory work is necessary to ensure that all 
potential important response alternatives are included (Aaker et al., 2007); therefore the 
exploratory work previously described in Section 4.3 of the present study, helped to 
develop relevant questions with suitable response possibilities. The exploratory work also 
has been useful in the search to minimise bias by testing the response style according to the 
national context where the study was implemented (Diamantopoulos et al., 2006).
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Second, the very nature of rigid closed responses provides fewer opportunities for self 
expression; thus the present investigation implemented an interval scale to include middle 
response categories. Interval scales are one type of attitude rating scales where intervals 
between adjacent ranks are equal. As a result the numbers used to rank the objects 
represent equal increments of the attribute being measured. This means that differences can 
be compared (Bradley, 2006; Churchill & Iacobucci, 2005). As shown in Figure 5.3, the 
questionnaire section of ‘Ambidextrous Innovation Strategy’ is an example of the interval 
scale utilised in this study which ranges from ‘not important’ to ‘very important’ with 
middle options. Interval scales have very desirable properties because virtually the entire 
range of statistical operations can be employed to analyse the resulting number, include 
addition and subtraction. Consequently, it is possible to compute the arithmetic mean from 
interval-scale measures.
FIG U R E  5.3 Section Ambidextrous Innovation Strategy of the Questionnaire
SOURCE: Questionnaire o f the present study
Ambidextrous Innovation Strategy
To what ex ten t have th e  following ob jec tives  b een  im portan t to  you for u ndertak ing  innovation  p ro je c ts  for th e  last 12 m onths: 
Source: H E  <$ Wong, 2004, O rg Science
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Finally, the potential limitation of closed-response questions regarding the type o f response 
categories that should be listed has generated considerable disagreement among 
researchers. One area of controversy is whether middle alternatives should be included in 
the questions. It is not unusual for 20 percent of respondents to choose a middle alternative 
when it is offered, although they would not have volunteered this answer had it not been 
mentioned. Hence, if one wants to design questions that will help make a clear actionable 
decision, it is best not to include the neutral category. One way of handling this problem is 
to include the ‘do not know’ alternative, so that respondents are not forced to choose one 
opinion.
The present study handled this problem by providing the Likert-type scale that captures 
intensity of respondents’ feelings about each particular question. The Likert scale, as one 
type of attitude scales, is widely used by researchers to measure respondents’ attitudes 
towards a variety of stimuli. The measurement of intensity is useful as a follow-up for 
items with logical middle positions (Bishop et al., 1986). Likert scales require a respondent 
to indicate a degree of agreement or disagreement with a variety of statements related to 
the attitude or object. They are also called summated scales because the scores on the 
individual item are summed to produce a total score for the respondent (Churchill & 
Iacobucci, 2005). A Likert scale usually consists of two parts, the item part and the 
evaluative part. An important assumption of this scaling method is that each of the items 
measures some aspect of a single common factor; otherwise, the items cannot legitimately 
be summed. In other words, the resulting scale is ‘unidimensional’ (Aaker et al., 2007).
Although there is routinely a development of measurement scales in market research, 
everyone seems to agree that there may never be a perfect scale. However it is
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recommended that a scale with more values provides a more managerially relevant 
categorization of respondents’ perceptions than a scale with fewer values (Agarwal, 2003). 
It is also suggested that a seven-point scale provides higher comparison and precision in 
findings than five-point scales (Dillon et al., 1990). This study utilised a Likert-type seven 
category scale in order to maintain uniformity in all sections of the questionnaire. As 
illustrated in Figure 5.3, ‘Explorative Innovation Strategy’ and ‘Exploitative Innovation 
Strategy’ are common factors, where questions Q 3 1 1  to Q 3 1 4  are the items of the 
‘Explorative’ factor and questions Q 3 2 1  to Q32 4 are the items of the ‘Exploitative’ 
factor. The evaluative part is a seven-point Likert scale that ranges from ‘Not important’ to 
Very important’.
Scales in the Questionnaire’s Sections
The ten sections in which the questionnaire is divided are represented in Table 5.8. It is 
appreciated that the sections ‘About your Business’ and ‘Export Venture Characteristics’, 
correspond to demographic measures, and the next seven sections represent the constmcts 
of the Conceptual Model (see Figure 3.1). The last section of the questionnaire relates to 
the respondent characteristics such as their position in the company, years of working 
experience and knowledge in the field.
The constmcts of the conceptual model are sub divided into sub-sections following the 
predominant approach in the literature of each construct. For further detail on the 
operationalisation of the constmcts, please see section 5.2, which corresponds to the 
definition of individual constmcts.
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TABLE 5.8 Sections of the Questionnaire
About your Business
Export Venture Characteristics
Resources Financial
Human
Relation
Informational
Capabilities Distribution
Service
Pricing
Relation/
Informational
Competitive Strategy Delivery
Differentiation
Market
Differentiation
Cost
Differentiation
Positional Advantage Cost
Promotion
Marketing
Product
Performance Effectiveness
Efficiency
Adaptiveness
Entrepreneurial Orientation Proactiveness
Riskiness
Autonomy
Innovation Strategy Explorative
Exploitative
Respondent Characteristics
Hie sections ‘Resources’; ‘Capabilities’; ‘Positional Advantage’; and ‘Performance’ of the 
venture share the requirement of obtaining feedback from competitors. However this is not 
feasible given the research design selected. Drawing upon the exploratory interviews with 
managers, it was confirmed that the INV executives were knowledgeable about 
competitors’ moves. Therefore, the respondents were asked to provide an estimate of how 
their business compared with those of their competitors with regard to a number of 
different aspects, depending on the subsection o f the correspondent construct. In this way, 
the participating INV managers were asked to provide their own rating of their firm’s
resources, capabilities, positional advantage and performance relative to the major 
competitors. As shown in Table 5.9, a Likert-type seven-point scale was employed, 
ranging from (1) ‘Much Worse’ to (7) ‘Much Better’ with a mid-point label o f ‘About the 
same’.
TABLE 5.9 Questionnaire Scale -  Sections Resources, Capabilities, Positional
Advantage, Performance
Resources Much About the Much Better (7)
Capabilities Worse (1) Same (4)
Positional Advantage Achieved 
Performance
1 2 3 4 5 6 7
The phrased questions o f sections ‘Resources’, ‘Capabilities’, ‘Positional Advantage’, and 
'Performance’ o f the venture, are illustrated in Table 5.10. It could be appreciated that the 
first two questions are almost the same, with the only difference being the reference to 
either resources or capabilities. The questions of sections ‘Positional Advantage’ and 
'Performance’ differ more; however they maintain the comparison with the competitors as 
do all the sections included in this table.
Table 5.10 Phrased Questions -  Sections Resources, Capabilities, Positional 
  Advantage, Performance
Resources Thinking about the specific export venture, please rate your firm’s 
export marketing resources, relative to your major competitors (in 
this export market), in the following areas
Capabilities Thinking about the specific export venture, please rate your firm’s 
export marketing capabilities, relative to your major competitors 
(in this export market), in the following areas
Positional Advantage Considering the specific export venture, please indicate how well 
your business compares to your major direct competitors (in this 
export market) in terms of
Performance Please evaluate your export venture performance over the past 
year, relative to your major competitors, in terms of
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61 order to formulate the questions for the constructs o f sections ‘Competitive Strategy’ 
gnd ‘Entrepreneurial Orientation’, the participating INV managers were asked to denote 
&e degree of emphasis that they intended to place upon the marketing functions that 
denote the items of each subsection o f the specific construct. The Likert-type seven-point 
scale utilised for these sections is illustrated in Table 5.11, it ranges from (1) ‘Not at all’ to 
(7) ‘To a great Extent’ with a mid-point label of ‘To some Extent’.
TABLE 5.11 Questionnaire Scale -  Sections Competitive Strategy and 
__________________ Entrepreneurial Orientation___________
Not To some To a great
Competitive Strategy At All (1) Extent (4) Extent (7)
Entrepreneurial Orientation 1 2 3 4 5 6 7
Ambidextrous innovation strategy is measured with a Likert-type seven-point scale ranging 
from ‘Not Important’ to ‘Very Important’ as illustrated in Table 5.12.
TABLE 5.12 Questionnaire Scale -  Ambidextrous Innovation Strategy
Ambidextrous Innovation Strategy Not Very Important (7)
Important (1)
1 2 3 4 5 6 7
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5 .4 .4  Q u e s t i o n  w o r d i n g
Hie wording of particular questions can have a large impact on how respondents interpret 
them. While a poorly phrased question might generate a measurement error (McDaniel & 
Gates, 2007), a lengthy question might confuse the respondent (Sheatsley, 1969), and 
therefore this task is crucial. It is strongly suggested that the rule of thumb is to keep the 
words simple (Dillon et al., 1990). In line with the recommendations from other studies on 
die sensitivity of wording and sequence questions, it was decided that the questionnaire 
should be pre-tested to avoid ambiguous wording or any misleading interpretations 
(Homick et al., 1991; Spoden & Teas, 1999). The participants were seven managers with 
considerable involvement in their firms’ international activities. On a previously arranged 
individual meeting, this researcher applied the draft version of the questionnaire. The 
participants were encouraged to indicate the questions or words containing some degree of 
ambiguity and ask further explanation where they felt it was necessary. After they had 
completed the questionnaire, they were encouraged to suggest ways of improving the 
research instrument. A number o f alterations were introduced as a result of these 
interviews.
5 .4 .5  S e q u e n c e  a n d  L a y o u t
The order of questions is determined by the need to gain and maintain the respondent’s 
cooperation and make the questionnaire as easy as possible for the interviewer to 
administer (Spoden & Teas, 1999). The present study followed the basic guidelines for 
sequencing a questionnaire to make it interesting and logical for both interviewer and 
respondent; these recommend five stages: 1) confidence; 2) question classification and
252
smooth flow; 3) from general to focused questions; 4) sensitive questions; 5) physical 
layout (Aaker et al., 2007; Churchill & Iacobucci, 2005; McDaniel & Gates, 2007).
Stage One: Confidence
To start with stage one, it was important to build the confidence with the respondent and 
his/her ability to answer. Consequently, the first section in this study addresses the INV 
firm’s general information with open, simple questions. Respondents in particular, were 
asked questions such as: how many fu ll  time employees presently work in your business? 
State the type o f industiy sector that best describes your business. When was your company 
established! When did your company first start exporting? These opening questions help 
establish rapport as they are easy, not confidential and non-threatening.
Stage Two: Question’s Classification and Smooth Flow
Secondly, as the questionnaire should be divided into various sections flowing smoothly 
and logically from one topic to the next (Malhotra & Birks, 2007), the questionnaire 
utilised in the present study is divided in ten sections. Therefore in stage two, questions 
were grouped together according to the similarity of content, as illustrated in Table 5.8. 
The questionnaire starts with the company’s general information and moves easily to the 
venture characteristics, the resource based view o f the venture, the EO and the 
ambidextrous innovation strategy. In order to avoid sudden shifts, when the new topic of 
the export venture is introduced in the second section o f the questionnaire, a transition 
statement explains how this topic relates to the purpose of the study of the INVs. The 
immediate following questions reassured the respondent that the survey would be simple to 
answer.
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Stage Three: From General to Focused Questions
Subsequently, more focused questions started in the ‘Resources’ section and followed 
during the sections ‘Capabilities’ to ‘Positional Advantage’. They related more to the 
research objectives and conveyed to the respondent the area of research.
Stage Four: Sensitive Questions
Furthermore, sensitive questions in this study were related to performance, EO and 
ambidextrous innovation strategy. These sections consisted of confidential questions, for 
example, market share growth, growth in sales revenue, venture profitability, return of 
investment, return of sales, revenue from new venture products, and how proactive and 
risky the INV is. These sensitive questions were introduced at a point where respondents 
had developed trust and confidence in the interviewer and the study.
Finally, the last few questions o f the respondent characteristics’ section were to get 
classification and demographic information about the respondent. The questionnaire ended 
by thanking the participants for their contribution to this project.
Stage Five: Physical Layout
The physical layout of the questionnaire influences whether the questionnaire is interesting 
and easy to administer (Churchill & Iacobucci, 2005; McDaniel & Gates, 1999, 2007). As 
explained in Section 4.3.4, the present study utilised computer-assisted telephone 
interviews, consequently the questionnaire layout was designed to make simple and clear 
interviews by assisting the interviewer during the process. The monitor displayed one 
question at a time, along with pre-coded possible responses to each question. The 
interviewer read each question as it was shown in the screen. When the respondent
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answered, the interviewer entered the response into the computer and it was automatically 
stored in the computer’s memory when the computer displayed the next question on the 
screen. The computer-assisted telephone system utilised in this study, selected telephone 
numbers and dialled automatically.
5 .4 .6  Q u e s t i o n n a ir e  t r a n s l a t i o n
Special attention was placed on the effective translation of the questionnaire as a 
measurement instrument applied in Mexico. Related studies suggest that in order to obtain 
meaningful results, it is essential to establish equivalence o f meaning in each language and 
to ensure that each respondent and interviewer clearly understands the questionnaire and 
instructions. This study applied a collaborative and iterative questionnaire translation 
(Douglas & Craig, 2007) in order to ensure that different points of view were represented 
in the final version of the instrument.
The questionnaire was originally written in English and then translated into Spanish by an 
academic expert in both languages and with substantial experience in marketing research to 
establish the equivalent terms. Further, to avoid cultural bias, the Spanish version was back 
translated by this author as illustrated in the linguistic translation of Figure 5.4.
Most of the literature related to translation and, in particular, to the use to back translation 
has focused on translation of the instrument in general (Adler, 1983). However, 
international surveys that require attitudinal data could incur difficulties. In this regard, 
Sekaran (1983:62) argues... “the equivalence o f  source and target version o f the 
instrument can he ensured with good hack translation by persons who are not only facile 
'with the different languages in question, but are also familiar with the cultures involved,
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and with the usage o f the concepts and their meanings in the relevant cultures”. Other 
authors like Craig and Douglas (2005) add the idea to consider not only the linguistic 
equivalence, but also other equivalence issues, such as category and conceptual 
equivalence. The translation equivalences and their implementation in the present study as 
part of the collaborative and iterative questionnaire translation are shown in Table 5.13. 
The phases of pre-test, revise and administer are explained in the next section, the reason 
why they appear in a light grey colour of Figure 5.4.
FIGURE 5.4 Initial Translation equivalences
SOURCE: Adapted from D ouglas and Craig (2007)
Pre-test
Revise
Administer
Initial Translation:
Source Questionnaire
Linguistic: Translation and Back translation 
Category: Different approach scale “Not at all” 
Conceptual: Leave all the terms in Spanish
In terms of the category equivalence, previous studies in Venezuela show that equivalent 
words may reflect different levels of intensity regarding the variations of the Spanish 
language used in Latin American countries and Spain (Soriano & Foxall, 2002). 
Particularly, for the present study of INVs applied in Mexico, special care was taken to 
reflect the complexity of the measurement scales in translation. In this vein as illustrated in
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Table 5.13, the measurement scales were translated exactly except for one, the scale ‘Not 
at all’ utilised for sections ‘Competitive Strategy’ and ‘Entrepreneurial Orientation’.
The preferred choice for the English term ‘Not at all’ in Spain would be ‘En absoluto’, 
however this term is too formal in Mexico. The pre-test phase of the questionnaire 
explained on the next section, showed that the high familiarity with the term Tara Nada’ 
made the concepts measured in sections competitive strategy and entrepreneurial 
orientation more approachable to the respondents. Also, the term Tara Nada’ is so recent 
in the executive context of the country that it facilitates an identification o f the 
participating managers with the measurement scales used in the instrument.
TABLE 5.13 Scales Translation
m
Resources 
Capabilities 
Positional Advantage 
Performance
M uch A bout the 
W orse (1) Sam e (4)
1 2 3 4 5
M uch 
B ette r (7) 
6 7
M ucho 
P eo r (1) 
1 2
Algo 
P arec idos (4) 
3 4 5
M ucho 
M ejor (7) 
6 7
Export Venture 
Competitive Strategy
Entrepreneurial
Orientation
Not To some 
At all (1) E xtent (4)
1 2 3 4 5
T o a g re a t 
E x ten t (7) 
6 7
P a ra  
N ada (1) 
1 2 3
E n  alguna 
M edida (4) 
4 5
E n  g ran  
M edida (7) 
6 7
Ambidextrous 
Innovation Strategy
Not \  
Im portan t (1)
1 2 3 4 5
'erv
Im p o rta n t (7) 
6 7
No es
Im portan te  (1) 
1 2  3 4 5
Muy 
Im portan te  (7) 
6 7
Finally, this first translation intent approached conceptual equivalence leaving the whole 
content of the questionnaire in Spanish, even the new terms that were not used in Mexico. 
The next section describes how this translation evolved.
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5 .4 .7  Q u e s t i o n n a i r e  P r e -t e s t  a n d  r e v i s i o n
The purpose of the pre-test is to identify in advance the problems that respondents might 
confront during the survey. The process of solving these problems ensures that the 
questionnaire meets the researcher’s expectations in terms of the obtained information 
(Aaker et al., 2007).
A well-defined pre-test is, without doubt, the best procedure to uncover problems within 
the questionnaire early in the process. In this vein, the pre-test of the study was 
implemented in three phases. The first phase consisted in testing the English and Spanish 
versions of the questionnaire with three different participant managers of INVs in Mexico. 
During the second phase twenty five managers with considerable involvement in their 
firm’s international activities were interviewed. Finally in the third phase, local research 
students were recruited and trained to conduct the interviews.
First Phase: Test of the English and Spanish versions o f the questionnaire
After this, the researcher and the translator arrived at what they believed was an 
appropriate instrument, and the next step focused on pre-testing each language version of 
the questionnaire. While less than one third of the studies reported in the Journal of 
International Marketing incorporate this step (Douglas & Craig, 2007), it became 
particularly important for the present study. Therefore, the English and Spanish versions of 
the questionnaire were each tested with three different participant managers of INVs in 
Mexico. The INV firms were selected from the customized INV database elaborated by 
this researcher as explained in Figure 5.11 o f this study.
i.
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Problems in the comprehension of the terms started from the questionnaire title, which was 
‘Un Estudio de Recursos, Capacidades y Desempeno en Nuevas Aventuras Intemacionales 
correlating in English to ‘A Study of Resources, Capabilities and Performance in 
International New Ventures’. In Spanish the phrase ‘international new ventures’ was not 
understood by the executives. In the same way, important terms part of the definition of 
export venture were not clear either. The terms ‘aventura de exportation’, ‘aventura de 
producto’, ‘mercadotecnia de exportacion’, and ‘practicas de negocios’ which correspond 
to ‘export venture’, ‘venture product’, ‘export marketing’ and ‘business practices’ 
respectively, showed up just in the Spanish version. As these terms are basic to answering 
the questions regarding the RBV (questionnaire sections: ‘Resources’, ‘Capabilities’, 
‘Competitive Strategy’, ‘Positional Advantage’, ‘Performance’), solving the identified 
issues became crucial.
As suggested by Douglas and Craig (2007), a local marketing research company with 
extensive experience in conducting similar surveys in Mexico, was invited to join the 
collaborative team with this researcher to check the translation. As in Mexico it is common 
to use English terms among the business related middle and high socio-economic sectors, 
the suggestion was to keep the terms ‘export venture\ ‘product v e n t u r e ‘export 
marketing’ and ‘business practices’ in English. The participant managers in the survey 
were bilingual from the middle and high socio-economic sectors. They represent the 
classic profile of an international business executive in Mexico. Their suggestion was to 
keep the terms in English as the business context is familiar with the terms in that way, 
rather than to introduce them in Spanish.
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Regarding the title of the questionnaire, the executives were not familiar with the term 
‘international new venture’ in either languages. Reasons for these include that the term is 
new even in the academic literature, so it has not permeated into the business practitioner’s 
information. However, the managers felt the novelty of the term ‘born globals’ in English 
was easier to understand in the international executive context and even they were 
identified with it. So, this team supported the introduction of the term ‘bom global’ in the 
international business context of Mexico. Considering these comments, the revision 
process started and the iterative translation approach made its first run as exemplified in 
Figure 5.5.
Revise
Pre-test
Administer
Initial Translation
FIGURE 5.5 First run of Iterative Translation Approach
SOURCE: Adapted from D ouglas and Craig (2007)
Source Questi onnai re
— - Collaborative Approach: Local 
marketing research company and 
Researcher
Test English and 
2 Spanish versions of the 
questionnaire
2  Prelim inary Interview s w ith  25 M anagers
To Train in terv iew ers
Second Phase: Preliminary Interviews with 25 Managers
The pre-test allows the researcher to listen to the survey instrument under real-time 
conditions to determine if  the questions are working and are clearly understood by the 
respondent (Howard, 1995). Therefore, during the second stage of the pre-test, this 
researcher interviewed telephonically twenty five managers from INVs in Mexico
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i.
following the suggestions of authors in the field of pre-test design and marketing research. 
According to these studies, twenty five respondents reasonably representative of the 
sample population, may be needed to pre-test longer questionnaires (Aaker et al., 2007; 
Blair & Presser, 1992). As the research instrument used in the present study consists of 210 
questions, it was extremely important for this pilot run to get enough feedback.
A telephone interview was arranged with them all on an individual basis, during which 
they were asked to answer the questions included in this draft version of the questionnaire. 
They were encouraged to indicate questions or words containing some degree of ambiguity 
and ask for further explanation where they felt it was necessary. After they had completed 
the questionnaire, they were asked probing questions to suggest ways of improving the 
research instrument.
The terms ‘export venture’, ‘product venture', ‘export marketing' and ‘business practices' 
that had been kept in English were successfully understood. However it was necessary to 
explain more than once the definition of ‘export venture' stated at the beginning o f the 
questionnaire’s ‘Export Venture Characteristics’ section. As a result, the suggestion from 
the local marketing company was to let the respondent repeat the concept of ‘export 
venture’. The purpose of this was to ensure the understanding of the concept as it is shown 
in Figure 5.6.
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FIGURE 5.6 ‘Export Venture' definition in the English and Spanish version of
questionnaire
English
Version
Export Venture Characteristics 
THE EXPORT VENTURE
An export venture is a single product or product line exported to a specific export market (country). For example an 
export venture could be a line of shoes (“the venture product") exported to the US (“the export m arket”).
Which country is this venture's export market? .............................................
Please describe briefly the export venture product: ...............................................................     ....
- - - - - - - - - - - - - - - - - -  -  -  - - - - - - - - - - -  . . . . . .  . . . . . .
; W hat is an  export v en tu re?  (A n  exported t o ................................
Terms kept in English
Carac'et sticas del Export Venture'
Spanish
Version
“THE EXP
This question 
reinforces the 
concept o f  the 
“export 
venture”
DRT VENTURE"
Un^“expoft venture” ;puede ser un producto unico o una linea de productos que se exportan a un mercado 
especifico, (pais). Por ejemplo. un export venture puede ser una linea de zapatosj(“product venture”)!exportado a 
EUAJ (“export market")! <
Hacia que pais se  es ta  exportando el “product venture”? 
Por favor, describe brevemente el “product venture"...........
! Que e s  el Export Venture? (U n ................................................................................................ exportado .a .....................     ) 1
The described process helped to establish content validity and enabled this researcher to 
make necessary amendments for the main survey. It also constituted the second run of the 
iterative translation approach illustrated in Figure 5.7.
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FIGURE 5.7 Second run of Iterative Translation A pproach
SO U R C E  Adapted from D ouglas and Craig (2007)
Source Questionnaire
Initial Translation
Pre-test "
’
Reirise -
l ost K nglish and  
|  S p a n ish  versions o f the  
q u e s tio n n a ire
1 v> 1 l a i n  I n t e l ' s i e \ v e r >
m ark e tin g  research  com pany and  
R e searcher
Administer
Third Phase: Trained interviewers to conduct the telephone survey 
Taking in account that the administration survey technique of the present study is through 
telephone interviews, the formation of a team to conduct them in a very efficient and 
effective way was pertinent. This third phase consisted mainly in recruiting, training and 
conducting telephone interviews with local research students. Therefore, this author 
contacted the postgraduate departments of traditional local universities and posted ads, 
interviewed the interested students and chose three among them. After explaining the 
purpose of this study, interpreting each question and the terminology in the instrument, this 
researcher conducted three telephone interviews with each of the students. In this way, the 
student accumulated critical knowledge which was applied when they became trained 
interviewers.
After the three interviews, minor revisions regarding the order of some questions and 
s words were made to the questionnaire in order to make it clear and easy to apply. The 
'revisions were made in a collaborative approach where this researcher and the trained
interviewers participated as shown in Figure 5.8 and this constituted the third run o f the 
iterative translation approach.
FIGURE 5.8 Third run of Iterative Translation Approach
SOURCT: Adapted from D ouglas and Craig (2007)
Source Questionnaire
Initial Translation
Pre-test „
r
Re r^ise i
I oNf 1 nglish a n d  
. J S p a n is h  v c r n o n s  o f  the  
q u e s t i o n n a i r e
3  To T ra in  In te rv iew ers
In te rv iew ers an d  R e search er
Administer
5.5 S a m p l i n g  t e c h n i q u e s
The procedures for drawing a sample developed by different authors (Aaker et al., 2007; 
Churchill & Iacobucci, 2005) were adapted for the purposes of the present research, as 
illustrated in Figure 5.9. As sampling is intended to gain information about a population, it 
is critical to define and identify the population properly and accurately. These two relevant 
mitial steps of the procedure are explained in section 5.5.1 and detailed in Figure 5.10.
The third step corresponds to selecting a sampling procedure. There are many ways of 
obtaining a sample and many decisions associated with generating a sample. The present 
investigation uses probability sampling as detailed in section 5.5.2.
FIGURE 5.9 The Sam pling Process
SOIJKCF.: Churchill (20 0 5 ) p. 323; Aakcr ct. al. (2007) p. 380
S e c t i o n  4 . 5 . 1
Define the Target Population
Identify the sampling Frame
S e c t i o n  4 . 5 . 3
Sample Size
S e c t i o n  4 . 5 . 2 !
Data
CollectionSelect a Sampling Procedure S e c t i o n  4 . 5 . 4
Sample Elements
5 .5 .1  D e f i n e  t a r g e t  P o p u l a t i o n  a n d  S a m p l i n g  F r a m e
Population definition is directly associated with the research purpose (Malhotra & Birks, 
2007). With respect to the present study, the population for INVs was defined as young 
exporter SMEs of high tech products. In this regard, three conditions were deemed 
necessary for hypotheses testing purposes in this study. First, participant firms should have 
flitemationalized within the first few years from inception. Second, firms should be in the 
high technology sectors. Third, the number of employees should not exceed 250. The focus 
of the study upon small and medium sized firms determined the selection of the upper limit 
hi the number of employees.
In terms of the country for data collection and according to the best knowledge of this 
researcher, the focuses o f research on INV firms to date has been mainly in the developed 
world (Autio et al., 2000; Bell, 1995; Bloodgood et al., 1996; Burgel & Murray, 2000; 
Coviello & Munro, 1995; McAuley, 1999; Oviatt & McDougall, 1995; Rasmussan et al.,
2001; Rennie, 1993; Reuber & Fischer, 1997; Roberts & Senturia, 1996; Shrader et al., 
2000; Zahra et al., 2000), consequently there is a need for considerable broadening o f the 
research agenda to embrace developments in NICs. Additionally, for many NICs including 
the emerging markets, business incubation is an important way in which to develop early 
stage ventures (Campbell, 1989; Etzkowitza et al., 2005; Lalkaka, 2002, 2003).
Recent statistical evidence suggests that high-tech manufacturing exports have grown 
substantially over the last years in Mexico after a serious program of trade liberalization in 
the country (Aulakh et al., 2000; ElFinanciero, 2005; Hill, 2002; Pacheco-Lopez, 2005b). 
The present study is interested in the characteristics o f the INV firms from emerging 
economies, with Mexico being the first option for data collection. At the time the present 
research was developed, there was no previous information o f INVs in Mexico. For this 
reason, the identification of a relevant number of INVs in Mexico became the first task to 
determine it as the country for data collection. As there were no lists for the specialized 
population o f INVs in Mexico, the elaboration of a database which includes the Mexican 
INVs, was the next task to achieve the target population and the sampling frame as 
illustrated in Figure 5.10.
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FIGURE 5.10 T arge t Population and Sam pling Fram e
Define Target Population
Sampling Frame
/ I  If a reasonable^  
number o f INV firms is 
identified
b.l Age o f the firm 
b.2 Industry Sector 
b.3 Firm Size
f. Data collection in Mexico
c. Count INV firms found
a. Look for exporter firms’ databases of Mexico
Choose another country for 
Data collection
e. Elaboration of a customized 
database of Mexican INVs
b. Evaluate the related fields of the 
data base with the definition of 
INVs
The identification o f INV firms in Mexico for the present study involved several steps as 
illustrated in Figure 5.10 including: (a) the search for exporting firm databases o f Mexico; 
(b) the evaluation o f the related fields o f the database with the definition of the INVs; (c) 
the quantification o f INV firms found; (d) if  the number is reasonable then, (f) the 
elaboration o f a customized database o f the Mexican INVs which correspond to the target 
population; and (g) proceed with the data collection in Mexico; or else (e) find another 
country for data collection.
The algorithm presented in Figure 5.10 was developed during the present study. It shows 
the identification process for a certain kind o f firm in a particular location. The algorithm 
could be re-used for other studies with adequate customization.
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a. Selection of reliable exporting firm databases in Mexico
Several authors consider that secondary data should be consulted before commencing 
primary research regarding cost and time, especially when it is gathered in a distant 
country (Bradley, 2006; Churchill & Iacobucci, 2005; Malhotra & Birks, 2007). In the 
selection o f the database, the major concern was that the exporting firms should be 
comprehensively represented. The databases also needed to contain current and up to date 
information o f each exporting firm. With this in mind the following databases were utilized 
and listed in order o f contribution with the database providing the most INV firms listed 
first.
• DIEX, 2005 National Trade Directory of Mexico. Publication of the National Bank 
o f International Trade (Bancomext).
•  Import Export Directory. Publication of the Mexican Trade Chamber o f Commerce 
(Camara Mexicana de Comercio Exterior) and the National Chamber of 
Transformation Industry o f Mexico (Canacintra).
• COMCE Directory. Publication of the Mexican Council of International trade and 
Technology (Consejo Mexicano de Comercio Exterior el Noreste).
To judge the accuracy of each database, three elements were evaluated: the source, the 
purpose o f the publication and its quality (Churchill & Iacobucci, 2005). The three 
databases were obtained from a primary source based on a yearly survey applied to the 
main exporting firms in the country. The DIEX has been published since 1990, four years 
before the signing o f the NAFTA, and it constitutes the most reliable source o f exporting 
firms in Mexico with general evidence o f good quality information on this topic.
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Each database provided a listing o f each firm indicating the name and title o f the corporate 
CEO and the address of the firm, as well as other information contained in the list o f 
criteria for INV’s definition. Also the databases contained information across numerous 
industries which were considered important for the purposes of this research. Therefore a 
multi-industry sample was adopted for three main reasons: first, to enhance the possibility 
o f generalization of findings; second, to ensure a large enough sample size to facilitate 
rigorous analysis o f the data; and third, to minimize the potential for bias arising from 
peculiarities o f individual industries. This selection is in line with that adopted in previous 
studies o f INVs (Autio et al., 2000; Knight et al., 2000; Madsen et al., 2000; Moen, 2002; 
Zahra et al., 2000).
b. Evaluation o f the data base fields related to the definition o f INVs
The databases were evaluated in terms o f the useful fields supplied for the identification o f 
INV firms in Mexico. The fields ‘exporting since’ and ‘established since’ provided 
important elements to determine the age of the firm at exporting. Furthermore, the 
‘industry sector’ field was useful to determine the high technology firms. Moreover in 
order to determine the firm size, the field related to number o f employees was utilised. 
These fields among others are illustrated in Figure 5.11.
b .l Age o f  the Firm
Oviatt and McDougall (1994; 2005:31) define INV firms as “<? business organization that 
from  inception seeks to derive significant competitive advantage from  the use o f  resources 
and the sale o f  outputs in multiple countries.”
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Before moving forward, is important to clarify the age o f the firm at internationalization. 
McDougall and Oviatt’s definition suggests an INV needs to be international “at 
i n c e p t i o n however, most scholars do not literally interpret this as being international 
from their first day of operations. Instead, the definition is typically viewed as more 
descriptive and examines firms that internationalize within the first few years of existence 
(Knight & Cavusgil, 2004; Shrader et al., 2000; Zahra et al., 2000). For example, some 
authors examined the internationalization o f firms that were six years old or younger 
(Shrader et al., 2000; Zahra et al., 2000). Within the entrepreneurship literature, new 
ventures are generally considered to be those firms that are six years old or less (Femhaber 
et al., 2007), as this definition is in line with the U.S. Small Business Administration 
(1992). Other authors have found firms that internationalised on average within three years 
o f founding (Knight et al., 2004) and some studies have gone even further discovering 
firms that began exporting only two years after foundation (Moen, 2002; Rennie, 1993).
During this step the idea o f finding INV firms in Mexico that internationalised within six 
years or less from creation was acceptable.
b.2 Industry Sectors
While there are few studies o f INVs with lower technology sectors (McAuley, 1999), there 
is a common association o f INVs with the high technology sectors (Bell, 1995; Fontes & 
Coombs, 1997; Francis & Collins-Dodd, 2000; Jones, 1999a, 2001; Jones & Crick, 2000; 
Oviatt & McDougall, 1994; Preece et al., 1999; Thomas, 1988). The present study refers to 
technologically innovative INVs that face the need to launch their products and services 
into international markets rapidly after business start-up.
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To identify the Mexican firms in the high technology sector, the NAICS codes were 
utilised. The NAICS codes correspond to the North American Industrial Classification 
System. The Mexican government uses the NAICS codes to classify businesses by industry 
and to calculate the economic activity o f these industries within the Mexican economy. 
The NAICS codes indicated in Table 5.14 were used as they represent the high technology 
sectors from the definition o f the American Electronics Association (AeA). These sectors 
include: manufacturing; software and tech services; and communication services. Each of 
these sectors is divided in sub-sectors; therefore the manufacturing sector involves nine 
sub-sectors. Every sub-sector is composed by a group of NAICS codes. For example the 
following NAICS codes: 334111 to 334113 and 334119 correspond to the computer and 
peripheral equipment sub-sector; as well as the NAICS codes 334210, 334220, 334290 and 
335921 which are part o f the communications equipment sub-sector.
It can therefore be seen that the previously mentioned sectors, shown in Table 5.14, appear 
to be more representative for high technology INVs and, hence, are the primary focus o f 
inquiry for the present investigation. Further, it was believed that data from firms involved 
in other traditional manufacturer sectors would tend to skew overall study results (Keeble 
et al., 1998; Kirpalani & Macintosh, 1980), accordingly no other sector was considered.
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TABLE 5.14 High Technology Sectors according to AeA
Computer & Peripheral Equipment Software Publishers Communications Services |
334111
334112
334113 
334119
Electronic Computers 
Computer Storage Devices 
Computer Terminals 
Other Computer Peripheral 
Equipment
511210 Software Publishers 517110
517211
517212
517310
517410
517910
Wired Telecommunications 
Carriers
Paging Services 
Cellular & Other Wireless 
T elecommunications 
T elecom m unications 
Resellers
Satellite Telecommunications 
Cable & Other Program 
Distribution
Other Telecommunications
Communications Equipment Computer Systems Design & Related 
Services
334210
334220
334290
335921
Telephone Apparatus 
Radio & TV Broadcasting & 
Wireless Communications 
Equipment
Other Communications
Equipment
Fibre Optic Cables
541511
541512
541513
541519
Custom Computer
Programming
Computer System s Design
Computer Facilities
M anagement
Other Computer Related
Services
Consumer Electronics Internet Services I
334310 Audio & Video Equipment 518111
518112 
518210
Internet Service Providers 
W eb Search Portals 
Data Processing, Hosting, & 
Related Services
Electronic Components Computer Training I
334411
334412
334414
334415
334416
334417
334418
334419
Electron Tubes 
Bare Printed Circuit Boards 
Electronic Capacitors 
Electronic Resistors 
Electronic Coils, 
Transformers, & other 
Inductors
Electronic Connectors 
Printed Circuit Assembly 
Other Electronic 
Components
611420 Computer Training
Semiconductors I
334413
333295
Semiconductor & Related 
Devices
Semiconductor Machinery
Defence Electronics I
334511 Search, Detection, 
Navigation, Guidance, 
Aeronautical, and Nautical 
Systems and Instruments
Measurinc & Control Instruments I
334512
334513
334514
334515
334516 
334519
Automatic Environmental 
Controls
Industrial P rocess Control 
Instruments
Totalizing Fluid Meter & 
Counting Devices 
Electricity Measuring & 
Testing Equipment 
Analytical Laboratory 
Instruments 
Other Measuring & 
Controlling Instruments
[ Electromedical Equipment |I I ______ .
334510
334517
Electromedical &
Electrotherapeutic
Apparatus
Irradiation Apparatus
| Photonics |I I
333314
333315
Optical Instrument & Lens 
Photographic & 
Photocopying Equipment
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b.3 Firm  Size
Prior to the globalization o f markets and industries, national markets were segmented: 
large companies competed mostly in international markets, while smaller businesses 
remained local. However, the global competitive environment has gradually changed. 
Globalization has removed the barriers (Levit, 1983) that segmented the national and 
international markets and separated small and large firms’ competitive space in the recent 
past (Fraser & Oppenheim, 1997). Regardless o f size, firms are forced to compete side-by- 
side in the international arena. In light o f SMEs’ impressive rapid growth in international 
markets, the above discussion suggests an intersection of internationally-oriented SMEs 
and INVs (Coviello & Munro, 1995; Keeble et al., 1998; Knight & Cavusgil, 1996; Knight 
et al., 2000; Madsen et al., 2000; Madsen & Servais, 1997). In this vein, the firm size 
utilised in the present study corresponds to the classification of SMEs in Mexico.
SME is a term often employed, however, it is important to consider that regarding the 
heterogeneity and multiplicity o f small and medium firms, the term becomes difficult to 
define (Guilhon, 1996). According to the Mexican Ministry of Economy, the classification 
o f SMEs is based on the number o f employees. Firms with 10 up to 50 employees are 
considered small, while firms in the range o f 51 to 250 employees are medium enteiprises. 
This classification is in line with the European Commission (2003/361/EC). Those firms 
below 10 employees in Mexico are micro enterprises and were not considered for this 
study. Such firms were avoided because very small companies tend to reflect part-time 
operations, unstable objectives or other factors that can skew study outcomes (Brady, 
1995; Kirpalani & Macintosh, 1980; Miesenbock, 1987).
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c. Count o f INV firms found; d. Is it a reasonable number?
Following the selection o f firms, along with the firm eligibility criteria set, a total o f 1422 
INVs was generated. This size was in accordance to Sudman’s (1976) criteria for national 
samples. The identified firms are high technology SMEs with international operations from 
the first two years o f inception. The INVs founded go in line with the INVs definition 
(Oviatt & McDougall, 1994, 2005) and exceeded the initial expectations o f this research, 
which were looking for firms that internationalised within six years or less from creation. 
Surprisingly, the identification of a considerable number o f INVs that internationalised 
from two years o f inception, approaches the born global’s classification (Aspelund & 
Moen, 2001; Autio et al., 2000; Knight & Cavusgil, 1996, 2004, 2005; Knight et al., 2004; 
Knight et al., 2000; Madsen et al., 2000; Madsen & Servais, 1997; Moen, 2002; Moen & 
Servais, 2002; Rasmussan et al., 2001; Rennie, 1993).
A notable outcome from Knight and Cavusgil’s (2005) research implies that firms 
internationalised about 2.5 years after founding performed better in foreign markets. In this 
regard, the act of choosing INVs that internationalised from two years of inception could 
lead the present investigation for greater performance outcomes. However, the firms used 
in this research could not be classified as bom global because some o f them export to one 
country, and Knight and Cavusgil (2004) include in their bom  global definition that the 
firms sell their outputs to multiple countries.
The distribution by number o f INVs geographically in each state o f Mexico is illustrated in 
Figure 5.11. The six states located in the north part o f the country represented in green hold 
479 INV firms. From these northern states the highest numbers o f firms are situated in 
Nuevo Leon, with 263 INVs; followed by 73 in North Baja California; 69 in Coahuila; 38
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in Chihuahua; 25 in Tamaulipas and 11 in Sonora. As the northern neighbour of Mexico is 
the United States o f America, there is considerable industrial development across the 
border states o f the country.
In addition, in the south central part o f Mexico, 559 INVs are shown: 206 in Mexico State 
which surrounds Mexico City to the north, east and west; and in Mexico City itself 353 
INVs. In the west 102 INV firms appear in Jalisco, while in the centre of the country there 
are 51 INVs in Queretaro, 43 in Puebla, 33 in San Luis Potosi, 32 in Guanajuato, 19 in 
Durango, 17 in Morelos, and 13 in Michoacan. In the south eastern part of Mexico, 12 
INVs were found in Veracruz, 10 in Yucatan, 5 in Campeche, 3 in Quintana Roo, and 2 in 
Chiapas.
FIGURE 5.11 INVs Distribution by State in Mexico
T O T A L  of IN V s  fo u n d ed  in 
M exico  = 1422
T h e  n u m b er in each  s ta te  of 
M exico  c o rre s p o n d s  to  the  
IN V s id e n tifie d  in th e  
p re s e n t s tu d y .
275
e. Elaboration o f a database o f M exican INVs -  Sam pling Frame
The sampling frame is usually a list o f population members used to obtain a sample 
(McDaniel & Gates, 2007). In this regard, the aim of this task was to elaborate a database 
o f Mexican INVs with the relevant fields to use as a target population. The customized 
database of Mexican INVs includes the fields shown in Figure 5.12. The field ‘ID ’ was 
useful as it represents the link between the source databases and the target INVs’ database. 
However, the ‘IRS’ and ‘CURP’ fields were not practical for this study as they are for tax 
purposes. They stand for the Internal Revenue Service (IRS) and for Population Register 
Unique Code (CURP - Clave Unica de Registro de Poblacion).
Another pair o f utilised fields was the ‘name’ o f the company and the export ‘brand’. The 
first served as a company identifier, whereas the second became linked to the ‘export 
venture’ during the survey. The ‘address’, ‘neighbourhood’, ‘zip code’, and ‘state’ served 
as geographic location fields of INVs.
The ‘area code’, ‘telephone 1’ and ‘telephone 2 ’ fields became the most important ones to 
apply the research instrument as the present study applied a telephone survey. The ‘fax’ 
and ‘web page’ were included in the database as additional contact fields.
The ‘email’ field was used to send the pre-notification letter. Moreover, the fields: 
‘established’, ‘export since’, ‘employees’ and ‘sector’ were used during the evaluation of 
the database fields related with the definition of INVs as explained in step 2.
Finally, the fields ‘activity’, ‘sales’ and ‘exporting products’ give more information 
regarding the INV firm.
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FIGURE 5.12 Elaboration of a Customized INV firms Database
Mexican Exporter Customized Database
Firms’ Databases of Mexican INVs
id
IRS
CURP ID
Name
Brand Brand
Address Address
Neighbourhood
Zip Code Zip Code
State State
Area Code
Tel. 1 Tel. 1
Tel. 2
Fax Fax
W eb Page Web Page
E-Mail
Established
Exporting Since Exporting Since
♦  Activity
Sales 000 USD
Employees Sales 000 USD
Sector Employees
SectorBank References
Quality Certificate Exporting Products
Mexican Customers
Exporting Products
Brand
Exporting Sector
Exporting Representation
Exporting Address
Exporting Zip Code
Exporting Country
Exporting Area Code
Exporting TeU 1
Exporting TeL 2
Exporting E-Mail
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f. Data Collection in M exico -  Sampling Fram e
After the successful completion o f the previous five steps, the conclusion drawn was to 
suggest Mexico as the country for data collection with a target population of 1422 INVs. 
Subsequently, all firms were contacted by telephone with a threefold purpose: first, to 
check whether the firm was still operating and the correctness of the company’s general 
contact information such as name, address, contact telephones, web page; second to 
identify the most knowledgeable person, by name and title, to whom the posterior 
telephone interview should be applied to; and third, to pre-notify the execution of the 
study, an approach particularly important for the achievement of enhanced response rate 
(Jobber, 2004). Through this procedure it was found that 27 companies had ceased 
operating. For 34 firms the telephone numbers were incorrect, so the search for a contact 
telephone in the company’s web page and a second contact attempt was the procedure 
undertaken, which in 10 cases was successful. For the 24 unsuccessful cases, an email was 
sent with an email reply in 17 cases. The other 7 firms left were impossible to contact. In 
46 cases, there was a company policy not to participate in surveys as well as in 31 cases 
where the receptionist refused to deal with this inquiry. In total, 111 firms were dropped as 
a result o f this sample refinement. The target population to apply the questionnaire was 
1311 companies.
g. Another Country for Data Collection
The explanation of previous sections ‘e ’ and T  draws upon the case where a reasonable 
number o f INVs has been identified. This section instead is concerned with the opposite 
case and the possibility o f looking for another country for data collection. However, for the
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present investigation, this alternative was not applied as a total o f 1422 INVs were found in 
Mexico, as represented in Figure 5.11.
5 . 5 . 2  S a m p l i n g  P r o c e d u r e
While a census is appropriate if  the population size is quite small, a sampling is useful if  
the population size is large and when cost and time, associated with obtaining information 
from the population, is high (Aaker et al., 2007; Churchill & Iacobucci, 2005).
Random sampling is one o f the various methods to select a probability sample. Random 
sampling is an approach in which each population member, and thus each possible sample, 
has as equal probability o f being selected (Craig & Douglas, 2005).
For the purposes o f the present research, probability sampling was used to obtain a 
representative sample. Probability sampling has several advantages over non-probability 
sampling. First, it permits the researcher to demonstrate the sample’s representativeness. 
Second, it allows an explicit statement as to how much variation is introduced, because a 
sample is used instead o f a census of the population. Third, it makes possible the more 
explicit identification o f possible biases (Assael & Keon, 1982). Fourth, probability sample 
from a well-defined population is the soundest sampling strategy to achieve 
generalisability or externally valid results, although this sampling strategy is not always a 
practical option for researchers as well-defined populations are frequently unavailable in 
international settings (Reynolds et al., 2003). Regarding this study, the customized 
Mexican INVs database elaborated during the present investigation offered a 
comprehensive list available of the target population from which random sampling
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becomes an appropriate technique. Therefore, the INVs population was well-defined and 
probability sampling was easier to implement. Under these conditions, the generalisation 
o f  research results is valid. Finally, the last advantage o f probability sampling regards its 
suitability for descriptive studies. As these studies need a representative sample to 
generalise the population o f interest, probability sampling is preferable (Reynolds et al., 
2003).
The first step in the execution of the telephone survey in this research was to send via e- 
mail a formal pre-notification University heading letter addressed to the head o f the 
exporting activities by name. Two days later the telephone calls were started by the trained 
interviewers using a computer-assisted telephone interviewing system. The system 
automatically controlled the sample selection by randomly dialling the numbers o f the 
Mexican INVs database. The computer was programmed to time re-contact attempts; e.g. 
recall no-contacts after 2 hours, recall busy numbers after 10 minutes; and allow the 
interviewer to enter a time slot when busy respondents indicated the day and time they 
could be interviewed. This process continued until a convenient sample quota according to 
the requirements o f the present research was reached.
5 . 5 . 3  S a m p l e  S iz e
The sampling distribution o f the statistic underlies the determination o f sample size. The 
researcher needs to determine the size o f the sample before collecting data. The question o f 
the sample size is complex because it depends on the type o f sample; the statistic in 
question; the homogeneity o f the population; and the time, money, and personnel available 
for the study (Murphy & Myors, 2004; Thompson, 2002).
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The present study collected information from a portion o f INVs’ population in Mexico by 
taking a sample o f elements from the 1422 firms represented in the database o f INVs. This 
infers that more time could be spent on each interview, thereby increasing the response 
quality. Given the large number o f constructs of this study, 7 constructs and 21 sub­
constructs, a decent size o f sample is required to run a stable model in SEM. Nevertheless, 
in making a decision pertaining to an appropriate sample size, an inevitable trade-off 
between statistical accuracy and added information, cost, time, and resources must be 
taken into consideration.
What constitutes adequate sample size has long been debated and has been a major concern 
in the application o f SEM because it has been acknowledge that a sample size plays a 
crucial role in obtaining stable, meaningful estimations and interpretations o f results (Hair 
et al., 2006; MacCallum, 2003; M acCallum et al., 2001). A widely accepted approach by 
researchers is based on the data analysis conducted, and thus influenced by “a priori” 
requirements or constraints o f the technique employed for measuring statistical 
relationships. In general, it is advocated that the more sophisticated the data analysis is, the 
larger sample size needed. Further, it is suggested that a minimum recommended level is 
five observations for each parameter and that a sample size o f at least 150 and not 
exceeding 400 is considered adequate (Hair et al., 2006). This study used a sample size of 
260 to conduct SEM analysis via AMOS 6.0 with maximum likelihood estimation.
5 . 5 . 4  S a m p l e  E l e m e n t s
During the selection o f the sample elements important information, regarding the profile of 
respondents and participating firms, was collected and detailed in the following sections.
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The profile o f respondents is classified according to their company position, their working 
experience and their knowledge and accuracy.
The profile o f INVs is depicted in terms o f the distribution o f the firms over the high tech 
sectors in accordance with the products and services exported. Additionally, the profile o f 
the participating firms is exhibited through the size o f the INVs, which is measured by 
number o f employees and by sales turnover.
Profile o f  Respondents
The focus on INVs which are small and medium size firms, in combination with the nature 
o f the research questions addressed in this study, induced the adoption o f a single key 
informant approach. The survey utilizing the key informant approach for selecting 
executives o f INVs was chosen because o f the importance o f executive involvement in 
international marketing strategy decisions. To this end, the guidelines provided by Huber 
and Power (1985) were taken into consideration. Since the investigator’s initial attempts to 
contact INV managers for the exploratory interv iews, the issue o f identification o f the most 
“knowledgeable” individual within the international operations o f the firm had emerged as 
compelling for the effectiveness o f this research project.
Asking over the telephone for the ‘Head o f International Operations’ or the ‘Export 
M anager’ previously identified, would not always be successful, so the key phrase ‘born 
global project’ substantially improved the effectiveness of these calls. This key phrase was 
easier to understand by the secretary or receptionist who would answer the phone in most 
o f the cases. The diversity in positions held by respondents in the participating firms is 
depicted in Table 5.15. Based on this survey, most o f the respondents identified themselves
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as ‘Executive M anagers’ or ‘M anagers’ with 40 and 38 percent respectively. The top 
executive participants of this survey were 5% ‘Chairman’ or ‘Managing Directors’ and 
11% ‘Executive Directors’.
TABLE 5.15 Respondent Identification: Key-informant 
_____________ Company Position Analysis_____________
Chairman/Managing Director 5%
Executive Director 11%
Executive Manager 40%
Manager 38%
Other 6%
Secondly, the informants were asked to indicate their years o f working experience as 
shown in Table 5.16, where only nine respondents had less than one year experience and 
five had more than twenty years experience. The mean is 6.8, the median is 5 and the 
standard deviation is 6.3.
TABLE 5.16 Key-informant working experience
Years of working 
experience
0.4 34 6.8 5 6.3
Also the informants were asked about their knowledge o f export venture marketing 
programs, strategies, resources and capabilities, as well as their knowledge o f their major 
competitor’s marketing programs, strategies, resources and capabilities. Therefore the
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informants indicated their degree o f knowledge o f the export venture and the competitors 
on a seven-point scale ranging from (1) ‘Low ’ to (7) ‘High’ with a mid-point label o f (4) 
‘Average’.
Further the validity o f the informant’s responses was checked in two ways. Firstly, the 
informants were asked to indicate ‘To what extent do you feel you possess knowledge 
regarding the questions asked in this questionnaire?’ and ‘To what extent do you believe 
the responses given by you accurately reflect the realities o f your business’ involvement in 
the facility within which you operate?’ Thus the informants indicated their degree o f 
knowledge o f the questionnaire on a seven-point scale ranging from (1) ‘No Knowledge’ 
to (7) ‘Knowledge’ and their accuracy on a range o f (1) ‘Not at all accurate’ to (7) 
‘Accurate’. The results shown in Table 5.17 illustrate that the respondents are 
knowledgeable regarding the export venture, the competitors, and the questions asked in 
the questionnaire with a mean o f 6, 5 and 6 respectively. They also indicate that the 
informants are accurate about the issues under study.
TA BLE 5.17 Degree of R espondents' Knowledge and Accuracy
K n ow led ge o f  
export ven ture
0 0 0 12 34 41 13 6 0.87
K n ow ledge o f  
com p etitors
0 0 0 23 41 25 11 5 0.92
K n ow led ge o f  the 
questionn aire
0 0 0 9 36 36 18 6 0.89
R eflection  o f  the 
reality  in the INV
0 0 0 10 28 41 22 6 0.91
2 8 4
Finally, this author conducted a series o f t-tests to examine if  there were any differences 
among the four main groups o f respondents on each of the constructs. The results show 
there were not any significant differences among these responses at the 0.01 level.
Profile o f the Participating INV Firms
This section presents an overall profile o f the participating INV firms in order to lay out a 
first sense o f the sample. As INVs are small sized firms which rely on cutting edge 
technology in the development o f relatively new product or process innovations (Knight & 
Cavusgil, 1996), the profile o f the sample INVs is measured in terms o f the size o f the firm 
and the high tech classification o f the export products. Furthermore, a detailed 
demographic profile o f the sample has been developed in Chapter five.
M ost o f the INVs used for this study fall under the medium sized firm’s category. In this 
regard 174 INVs are represented in the couple of bars located at the right o f Figure 5.13, 
with 51 or more employees, whereas the 86 remaining INVs are small firms with 10 to 50 
workers.
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FIGURE 5.13 Firm Size of sample INVs -  No. 
________________ employees________________
■ 10-25 ■ 26-50 □  51-100 O 101-250
In addition to this, the sample INVs exhibit a homogenised distribution referring to their 
firm size measured in terms of sales turn over, as illustrated in Figure 5.14. The absolute 
numbers depict 55 INVs in the range of $1 to $2.5 million US dollars; 43 INVs in the 
range of $20 to $50 million US dollars; and 39 INVs with up to $39 million US dollars.
FIGURE 5.14 Firm Size of sample INVs -  Sales Turnover
The export products o f the participating INVs are broad in terms o f the high tech sector 
scope. As indicated in Figure 5.15, most INV firms are manufacturing intensive and just 
one quarter is from the software and technology services sector. Thus, the export products 
o f the manufacturing INVs are classified in the following high tech sectors: computer and 
peripheral equipment; communications equipment; consumer electronics; electronic 
components; semiconductors; and lastly measuring and control instruments.
The products that the computer and peripheral equipment high tech sector export are 
categorized in four sub-sectors: (1) computer storage devices, products such as CDs, DVDs 
and hard disks; (2) computer terminals; (3) electronic computers; and (4) other computer 
peripheral, especially electronic transformers, transistors, capacitors, mother boards, 
computer ventilators, pressed circuits, smart cards, and computer screens.
Furthermore, INVs sell abroad products from the communications equipment high tech 
sector mainly from four sub-sectors: (1) telephone apparatus; (2) wireless equipment; (3) 
fibre optic cables; and (4) other communications equipment, for instance, metal 
mechanical communication equipment.
Moreover, in the consumer electronics high tech sector it is worth identifying automobile 
speakers as exporting products o f INVs. These products are part o f the audio and video 
equipment sub-sector, as well as microphones, headphones, and components for audio 
equipment.
In addition, the participant INVs are exporting products from the electronic components 
high tech sector in seven sub-sectors: (1) electron tubes; (2) bare printed circuit boards; (3)
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electronic capacitors; (4) electronic resistors; (5) electronic transformers; (6) electronic 
connectors; and (7) other components including electronic harnesses, domestic refrigerator 
compressors, electronic automobile parts, electronic generators; electronic radiators; 
electronic processing silver equipment; and electronic parts for air conditioning equipment.
The INVs from the sample are also exporting semiconductors. Besides these, they export 
products from the measuring and control instruments high tech sector, especially from two 
sub-sectors: (1) electricity measuring equipment; and (2) other measuring equipment, 
products like hydraulic bombs, filters, counting manufactured products, and gasoline 
bombs.
Finally, the last quarter o f the participating INVs represent the high tech services sector 
specialized in computer systems design and related services. The sample firms are 
exporting in three sub-sectors: (1) custom computer programming, mostly with software 
for tax declarations, inventory and financial management; (2) computer systems design; 
and (3) computer facilities management.
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FIGURE 5.15 Export Products High Tech Classification from the sample INVs
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5.6  C o n c l u d i n g  C o m m e n t s
This chapter has provided a detailed explanation of the constructs operationalisation by 
selecting measurement scale items and scale type. It has also covered the execution of data 
collection by specifying the development of the research tactics in terms of planning what 
to measure and the development and pre-testing o f the questionnaire used in the process of 
data collection. Moreover, it has described the sampling method by defining the target 
population and sampling frame which was focused on the INVs of Mexico, the selection of 
sampling procedure, and sample size and elements. The final part of this chapter included a 
profile of the respondents and of the participating INV firms.
i
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C H A PTER  6  
D e s c r i p t i v e  A n a l y s is
6 .1  In t r o d u c t i o n
Having discussed the methodology adopted for this research in the preceding chapter, the 
descriptive findings o f the present study follow. This chapter highlights two main sections, 
the first one corresponds to the demographic profile of the sample and the second reports 
the descriptive analysis of constructs. The demographic profile examines several patterns 
exhibited in the data set which include the general characteristics of the INVs surveyed and 
of the export venture.
The descriptive analysis of constructs assesses the seven latent constructs in the conceptual 
model (Figure 3.1) on a seven point scale. It contains percentage frequencies of all items, 
measures of central tendency and dispersion for each latent construct. The descriptive 
findings were derived from responses generated from the research questionnaire. They 
describe basic data analysis such as mean values and standard deviations. The findings are 
displayed using tables and graphs to illuminate the features of the data in order to provide a 
simplified picture of large datasets.
6 .2  D e m o g r a p h i c  P r o f i l e  o f  t h e  S a m p l e
The demographic profile of the sample describes general characteristics of the INVs and of 
their export venture, which is the unit of analysis of the present study. Considering the 
INVs, this section displays information such as the number of years of establishment and 
of exporting, export experience and description of the export activity, including how often 
these firms export, and the strategy to approach the market. In addition, the distribution of
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INVs by high technology sectors is also considered. Furthermore, this section delineates 
the firm size measured in sales turn over and number of full time employees.
Regarding the general characteristics o f the export venture, this section depicts its specific 
overseas market and product type. Moreover, the export venture’s percentage o f total sales 
of the INV was estimated, first including all the sample firms and then by different firm 
size category.
6 .2 .1  G e n e r a l  C h a r a c t e r i s t i c s  o f  t h e  IN V s
The sample frame of INVs in the present study was based on high technology SMEs with 
international operations from the first two years of inception (see Step 3 and 4 o f Section 
4.5.1). The participating firms differed widely in terms of the year when the company was 
established, the number of years of exporting, the exporting frequency, the export market 
strategy followed, the industry sector and firm size. While some firms started operations 
four years ago, others were created sixty six years ago, as exhibited in Table 6.1. However, 
the central tendency of the firms’ years of establishment was eighteen years as a mean, 
with a median of fourteen years. The number of years exporting reported by the INVs of 
the sample varied in the range o f two and sixty six, with central tendency values of 
seventeen and thirteen for the mean and median respectively.
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TABLE 6.1 Year of Establishment and Years Exporting of
INVs
Min Max Mean Median Std. Dev.
Year of 
establishment
4 66 18 14 11.07
No. of years 
exporting
2 66 17 13 11.14
Export Experience
A more detailed analysis regarding the INVs’ export years of experience segmented by 
decades, is depicted in Table 6.2. It is appreciated that 78% of the INVs are young firms 
with a few years of international experience. These INVs are located in the first two ranges 
of the table, where more than half of the firms have eleven to twenty years of export 
experience, followed by the youngest INVs which have been selling abroad during the last 
10 years representing more than one quarter o f firms surveyed. The remaining 22% of 
firms from Table 6.2 are classified as more experienced in the international markets, with a 
range of 21 up to more than 40 years of international experience.
TABLE 6.2 Export Experience
Y e a r s 1 -  10 26%
1 1 - 2 0 52%
21 - 3 0 12%
31 - 4 0 3%
> = 40 7%
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Description of the Export Activity
A description of the export activity by export frequency and strategy is described in Table 
6.3. Regarding export frequency, it can be appreciated that most INVs of the sample export 
on a regular basis and just 1% sell their products abroad occasionally. The next section of 
the table shows that more than three quarters of INVs focus their exports on, and allocate 
resources for their export operations to certain carefully selected export markets following 
an export market concentration strategy. On the other hand, the remaining 23% of firms 
have an organizational policy to export to as many markets as possible, with no particular 
focus on specific overseas markets following a market spreading strategy.
TABLE 6.3 Description of the Export Activity
Frequency Regular Basis 99%
Occasionally 1%
Strategy Market Concentration 77%
Market Spreading 23%
Distribution of INVs by High Tech Sector
The distribution of INVs from the sample by industry sector, segmented by the NICS 
codes of the high technology sectors in accordance to the AeA are presented in Table 6.4, 
see also Table 4.8.
It is appreciated that 75% of the INVs are distributed in the manufacturing category, where 
the first place measured in terms of the highest proportion of INVs is shared by the high 
tech sectors o f ‘Measuring and Control Systems’ as well as ‘Communications Equipment’.
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Subsequently, this is followed by ‘Electronic Components’ and finally, ‘Computer and 
Peripheral Equipments’ high tech sectors.
The remaining quarter o f the sample is represented by the ‘Software and Technology 
Services’ category, particularly depicted in the ‘Computer Systems Design and Related 
Services’.
TABLE 6.4 Distribution of INVs by High Tech 
__________________ Sector
Industry Sector and NICS % of Companies 
codes
25%
13%
18%
22%
22%
Distribution by Firm Size
The distribution of INV sample firms by firm size is measured in two ways, by number of 
full time employees and by sales. As Table 6.5 draws upon the first distribution mentioned, 
ranging from 10 to 250 employees, it can be appreciated that the highest percentage of 
companies is 53% located in the range from 101 to 250 employees. This result illustrates
Software & Tech 
Services
Manufacturing <
C o m p u te r  S y s te m s  D e s ig n  
a n d  R e la te d  S e r v ic e s
541511,541512, 541513,541519
Computer and Peripheral 
Equipment
3341 1 1.334112. 334113, 3341 19
Electronic Components
334411, 334412,334414, 334415, 334416, 
334417,334418.334419
Communications Equipment
334210,334220, 334290, 335921
Measuring and Control 
Instruments
334512. 334513.334514. 334515, 334516, 
334519
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that most of the INVs are medium firms according to the classification of firm size 
explained in Section 4.5.1.
Then, Table 6.5 shows that 21% of INVs employ 26 to 50 people, followed by 14% of the 
firms with 51 to 100 employees and finally 12% of the companies are the smallest in terms 
of full time employees with 10 to 25.
TABLE 6.5 Distribution of INVs by Firm Size -  No. 
___________________ Employees___________________
1 0 -2 5 12%
2 6 -5 0 21%
51 -1 0 0 14%
101 -250 53%
W ith r e f e r e n c e  to Table 6 .6 , the INVs size distribution measured in year’s sales turnover 
up to $50 million US dollars is displayed. It is important to note that 40% of the firms are 
located in three sales intervals of the table, where the highest portion of INVs are placed in 
the middle of the table followed by the share of companies in the extremes. Consequently, 
most INVs are in the sales range above $1 to $2.5 million US dollars representing almost 
one fifth of the sample. Then, the larger firms with sales turnover higher than $20 to $50 
million US dollars correspond to one sixth of the sample, closely followed by the smallest 
firms with up to $50,000 US dollars. The remaining 60% of INVs are spread 
homogeneously over the remaining five sales ranges.
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TABLE 6.6 Firm Size Distribution of INVs -  Sales 
Turnover
up to 50K 15%
51 K<INV<=250K 9%
250K<INV<=1M 13%
1M<INV<=2.5M 19%
2.5M<INV<=5.5M 11%
5.5M<INV<=10M 8%
10M<INV<=20M 10%
20M<INV<=50M 16%
6 . 2 . 2  G e n e r a l  C h a r a c t e r i s t i c s  o f  t h e  E x p o r t  v e n t u r e
Market of the Export Venture
The unit of analysis for the present study is the export venture. Respondents were asked to 
select an export venture, which was defined as a specific product or product line exported 
to a specific overseas market. It is important to notice in the present study that 70% of the 
INVs’ export market is North America as depicted in Figure 6.1, which highlights the 
importance of the NAFTA in the region, see Figure 1.1. This fact is followed by the 
significance of the free trade agreements with Central and South America such as the Latin 
American Association of Integration (ALADI) with the Southern Common Market 
(MERCOSUR) basically constituted by Brazil, Argentina, Uaiguay and Paraguay among 
others. As indicated in Figure 6.1, Central and South America correspond to 21% of the 
INVs’ overseas market followed by Europe with 4%; Asia with 3%; East Europe with 1%; 
and finally, the Middle East and Africa with 1%.
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FIGURE 6.1 Market of the Export Venture
4% 3% 1%%
B NA = North America
■ CSA = Central & South America
□ E = Europe
□ A = Asia
■ EE = East Europe 
B MEA = Middle East & Africa
Distribution of the Export Venture by Product Type
Observation of Table 6.7 reveals that two thirds of the export ventures selected by the 
participant managers represent industrial goods, also known as business to business goods. 
The other third export ventures are consumer goods.
Consumer goods 34%
Industrial goods 66%
Distribution of the Export Venture by Export-to-Sales Ratio
In light of the importance of the export performance construct for the model proposed in 
this research effort, particular attention was given to the distribution of the export venture 
as regards their overall performance. Specifically, the export venture’s percentage from 
total sales, termed export-to-sales ratio in Section 2.5.1, was first calculated with all the
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sample firms, and then with each of the different categories o f the firm’s size, based on the 
sales ranges of Table 6.6. Therefore, the following sections explain nine different 
distributions of INVs: (1) the distribution of all INVs of the sample; (2) the distribution of 
INVs with up to $50 thousand US dollars o f sales; (3) the distribution of INVs with sales 
above $50 to $250 thousand US dollars; (4) the distribution of INVs with sales higher than 
$250 thousand to $1 million US dollars; (5) the distribution of INVs with sales above $1 to 
$2.5 million dollars; (6) the distribution o f INVs with sales higher than $2.5 to $5.5 million 
dollars; (7) the distribution of INVs with sales above $5.5 to $10 million dollars; (8) the 
distribution of INVs with sales higher than $10 to $20 million dollars; and finally (8) the 
distribution of INVs which run from more than $20 to $50 million dollars of sales.
In each of the nine distributions of INVs, the firms were segmented in six intervals 
regarding their share of export ventures from total sales, as presented from Figure 6.2 to 
Figure 6.10. Accordingly, the intervals show the firms where the export venture represents: 
up to 20 percent o f total sales, 21 to 40 percent of total sales, 41 to 60 percent o f total sales, 
61 to 80 percent of total sales, 81 to 99 percent of total sales, and finally 100% of total 
sales.
1. Distribution of All INVs Sample Firms
The export-to-sales ratio including all INV sample firms is exhibited in Figure 6.2. The 
three segments located at the left side o f this pie chart represent 53% of the INVs surveyed. 
These firms have in common the fact that more than three fifths of their total sales is based 
on the export venture. It is significant to note in that in 22% of the sample firms, the export 
venture represents 100% of the total sales. Then, in 31% of the remaining sample firms, the 
export venture ranges from more than 60 up to 99% of the total sales.
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While the segments at the right side of the pie chart depend less on the export venture as a 
percentage o f their total sales, only 15% of firms have an export venture that corresponds 
up to 20% of the total sales. Therefore, as Figure 6.2 enlarges upon the export-to-sales ratio 
including all sample firms, it highlights the fact that in more than 65% of INVs the export 
venture represents one quarter or more o f total sales.
FIGURE 6.2 Export-to-Sales Ratio -  All INVs
2. Distribution of INVs with up to USS50K of Sales
As Figure 6.3 draws upon the export-to-sales ratio over INVs with year sales up to $50 
thousand US dollars, more than half of INVs are concentrated in two slices of the pie chart. 
The chart indicates that 26% of the firms are dedicated to just the export venture 
representing 100% of the total sales. It also shows that in 27% of the firms, the export 
venture represents from 21% to 40% of total sales.
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Additionally, more than one third o f the sample firms are illustrated in two sectors of the 
pie chart which group 17% of INVs each. In one of them, the export venture ranges from 
41% to 60% of total sales. In the other, the export venture appears with a smaller 
participation up to 20% of total sales.
Finally, the two left segments of the pie chart detailed in Figure 6.3 represent 13% of the 
INVs surveyed. These firms share the fact that more than three fifths of their total sales are 
based on export venture. In 4% of the firms surveyed, the export venture ranges from 81% 
to 99% of the total sales. The last 9% of the INVs depicts the export venture as 61% to 
80% of total sales.
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FIGURE 6.3 Export-to-Sales Ratio -  INVs with year sales up to US$50K
a 100% 
26%
up to 20% 
17%
from 81% to 99% 
4%
from 61 % to 80%
9%
from 21% to 40%
27%
from 41% to 60% 
17%
3. Distribution of INVs above USS50K to USS250K of Sales
The export-to-sales ratio over INVs with year sales higher than $50 to $250 thousand US 
dollars is depicted in Figure 6.4. Notably, 42% of the INVs surveyed, shown in the three 
pie sectors on the left of the chart, have more than three fifths of their total sales based on 
the export venture. It is important to observe that in 21% of the sample firms, the export 
venture represents the total sales. Additionally, in 7% of the firms surveyed the export 
venture corresponds to 81% to 99% of the total sales, and in the remaining 14% of the 
firms the export venture stands for 61% to 80% of the total sales.
The remaining 58% INVs are also represented in the three segments located on the right of 
Figure 6.4. While these firms depend less on the export venture as a percentage of their 
total sales, it still represents an important income generator. In 14% of the INVs the export 
venture corresponds to 41% to 60% of the total sales. Furthermore, in 14% of the sample 
firms the export venture constitutes 21% to 40% of the total sales. Finally, the last sector of
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the pie chart shows the remaining 30% of the firms where the export venture corresponds 
up to 20% of the total sales.
FIGURE 6.4 Export-to-Sales Ratio -  INVs with year sales higher than
US$50K to USS250K
4. Distribution of INVs above USS250K to USS1M of Sales
The export-to-sales ratio over INVs with year sales above $250 thousand to $1 million US 
dollars is described on Figure 6.5. It is interesting to underline the high percentage o f INVs 
found in the segment where the export venture ranges from 21% to 40% o f total sales. 
While in Figure 6.3 and Figure 6.4 this export venture range corresponds to 27% and 14% 
of INVs respectively, in Figure 6.5 this segment o f the chart groups almost one half o f the 
firms surveyed, representing the highest percentage o f INVs concentrated in one export 
venture interval from the nine distributions analyzed. Further, in 20% of the firms the 
export venture ranges from 61 to 80 percent o f total sales. Moreover, in 15% o f INVs the 
export venture corresponds to 41 to 60 percent o f total sales.
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The remaining 20% of INVs are illustrated in the three top segments o f Figure 6.5. The 
middle segment of these three indicates 10% o f the firms where the export venture 
represents the total sales. The other two sections of the chart represent 5% o f the INVs 
each, one where the export venture ranges from 81 % to 99% of total sales and the other 
where the export venture represents just 5% o f the total sales.
FIGURE 6.5 Export-to-Sales Ratio -  INVs with year sales above US$251 K to
US$1 M
5. Distribution of INVs above US$1 M to US$2.5M of Sales
The export-to-sales ratio over INVs with year sales higher than $1 to $2.5 million US 
dollars is illustrated in Figure 6.6. The highest share of INVs appears in the bottom slice o f 
the pie chart, which shows that 29% o f firms depend on 60% to 80% o f total sales in the 
export venture. It is closely followed by 23% o f INV where the export venture represents 
up to 20% of total sales.
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Moreover, Figure 6.6 also shows that almost one third o f the firms surveyed have the 
highest export ventures focus in this distribution. They are delineated in two segments of 
the pie chart each indicating 16% o f INVs. Furthermore, in 10% o f the firms, the export 
venture represents 21% to 40% o f their export sales. Finally in 6% o f the firms surveyed 
the export venture represents 41% to 60% o f total sales.
FIGURE 6.6 Export-to-Sales Ratio -  INVs with year sales higher than
US$1 M to US$2.5M
6. Distribution of INVs above USS2.5M to USS5.5M of Sales
The export-to-sales ratio over INVs with year sales above $2.5 to $5.5 million US dollars 
is pictured in Figure 6.7. It is interesting to see that in this distribution the export venture 
corresponds to more than 20% of the total sales.
In addition, more than half o f the firms surveyed depend greatly on the export venture 
sales. They are illustrated in two segments o f the pie chart, each indicating 29% o f INVs.
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The next pair represents 24% of INVs depicted in two equal slices o f 12% each. Their 
export ventures range from 61% to 80% and from 41% to 60% o f total sales. Finally, in 
18% of the firms the export venture represents 21% to 40% of total sales.
FIGURE 6.7 Export-to-Sales Ratio -  INVs with year sales above USS2.5M to
USS5.5M
Export Venture percentage  from Total Sales  
Companies  from US$2.5 IMto US$5.5M Sales  Turnover
from 21% to 40% 
18%a 100% 29%
from 41% to 60% 
12%
from 61% to 80% 
12%from 81% to 99% 
29%
7. Distribution of INVs above USS5.5M to USSI0M of Sales
As Figure 6.8 describes the export-to-sales ratio over INVs with year sales above $5.5 to 
$10 million US dollars, it is important to underline the fact that 34% o f the INVs are in the 
interval o f 61% to 80% of export venture participation in total sales. Additionally, in one 
quarter of the firms the export venture represents up to 20% of total sales. Moreover, 17% 
of the firms illustrate the portion o f 21% to 40% o f export venture from total sales. Finally, 
the last pair o f segments in the chart represents 16% o f INVs as they are depicted in two
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equal slices o f 8% each. In one o f them the export venture range from 41% to 60% o f total 
sales, and the other shows the export venture as the total income generator for the INVs.
FIGURE 6.8 Export-to-Sales Ratio -  INVs with year sales above US$5.5M to
USS10M
from 81% to 99% 
8%
a 100% 
8%
up to 20% 
25%
from 61% to 80%
34%
from 21% to 40% 
17%
from 41% to 60%
8%
8. Distribution of INVs above US$10M to USS20M of Sales
The export-to-sales ratio over INVs with year sales above $10 to $20 million US dollars is 
illustrated in Figure 6.9. The highest share o f INVs appears in the two segments o f equal 
size, indicating 62% of the firms. One o f them shows that 31% of INVs depend totally on 
the export venture. The other 31% o f firms are in the export venture interval o f 61% to 
80% of total sales.
Furthermore, while in 19% of the firms the export venture represents up to 20% o f total 
sales, in 13% of firms the export venture exemplifies 21% to 40% o f total sales. Also, the 
export venture involves 41% to 60% o f total sales in 6% of INVs. Finally, it is significant 
that there are no firms in the range o f 81% to 99% of export venture participation.
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FIGURE 6.9 Export-to-Sales Ratio -  INVs above USS10M to USS20M
a 100% 
31%
from 81% to 99% 
0%
9. Distribution of INVs above USS20M to US$50M of Sales
In Figure 6.10 the export-to-sales ratio of INVs with highest sales turnover reports year 
sales above $20 to $50 million US dollars. In this regard, almost half of INVs are 
concentrated in the two segments of the pie chart with maximum export venture 
participation in total sales. As can be seen from the figure in 32% of the firms the export 
venture represents the total sales. Additionally, in 16% of the firms, the export venture 
represents from 81% to 99% of total sales.
The remaining 52% INVs are also shown in Figure 6.10 in the other four segments of the 
pie chart. While these firms depend less on the export venture as a percentage of their total 
sales, the export venture still represents an important income generator. In 12% of the 
INVs the export venture represents 61% to 80% of the total sales. Furthermore, each of the 
next two segments shows that in 16% of the sample firms the export venture constitutes
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41% to 60% and 21% to 40% of the total sales. Finally, the last slice of the pie chart shows 
the remaining 8% of the firms where the export venture corresponds up to 20% of the total 
sales.
FIGURE 6.10 Export-to-Sales Ratio -  INVs above US$20M to USSSOM
up to 20 %
10. Distribution of all INVs by Export-to-Sales Ratio
As Figure 6.11 illustrates all INVs grouped by export-to-sales ratio, summarizing Figure
6.3 to Figure 6.10, each column corresponds to each of the previous figures. In particularl, 
column ‘INV<=50K’ stands for the export-to-sales ratio over INVs with up to $50 
thousand US dollars of sales turn over, represented in Figure 6.3 and so on. This 
distribution facilitates the export venture interval analysis between INVs classified by sales 
range.
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fAccording to Figure 6.11, it is worth noting the top area of each column constituted by the 
firms where the export venture represents total sales. This shows a value of 26% over firms 
with up to $50 thousand US dollars and tends to grow when the firms’ sales turnover is 
higher. This is especially true, among INVs with sales turnover above $10 and above $20 
million US dollars, reaching the values o f 31 and 32 percent o f export-to-sales ratio 
respectively.
The export venture interval of 80% to 99% of total sales depicts its higher value o f 29% in 
firms with $2.5 to $5.5 million US dollars. This value is followed by 16% displayed in two 
different groups of sales range, one represented by the INVs with over $1 up to $2.5 
million US dollars, and the group of INVs with the highest sales range.
The next area of each column presents the INVs with export venture participation of 60% 
to 80% from total sales. This area shows the highest value of 34% in firms with $5.5 to $10 
million US dollars o f sales. This value is closely followed by 31% of firms with $10 to $20 
million US dollars of sales, and by 29% of firms in the sales range of $1 to $2.5 million US 
dollars
The area represented in each column corresponding to the percentage of INVs with export 
venture participation of 40% to 60% from total sales, is homogeneously distributed among 
the firms.
The succeeding area lays out the percentage of INVs with export venture participation of 
20% to 40% from total sales. In the column of INVs with sales turnover of $250 thousand 
to $1 million US dollars, the value of 45% o f firms stands out from the rest of the columns.
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Finally, the area constituted by the firms less dependent on the export venture from total 
sales, displays its highest value of 30% in the range of firms with sales turnover of $50 to 
$250 thousand US dollars. This value is followed by 25% and 23% of firms with $5.5 to 
$10 million US dollars, and firms with $1 to $2.5 million US dollars of sales respectively. 
Over the three columns located on the right of the chart, this area tends to diminish while 
the area where export ventures represent the total sales tends to grow.
FIGURE 6.11 Distribution of all INVs grouped by Export Venture 
participation in total sales
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6 .3  D e s c r i p t i v e  A n a l y s i s  o f  C o n s t r u c t s
The usefulness of descriptive statistics has been advocated by Bailey (1987:39), who 
writes, “In a descriptive analysis ...the researcher may be more concerned with describing
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the extent o f occurrence of a phenomenon than with studying its correlations”. In addition, 
these statistics mainly focus on description and presentation of data (Sapsford & Jupp, 
1996).
The primary objective of the descriptive analysis is to explore and gain an initial 
understanding in order to get the ‘feel’ of the data gathered from the survey. According to 
Chatfield (1986), the initial data analysis is an important stage of most statistical 
investigations, not only for scrutinising and summarising data, but also for model 
formulation using more advanced statistical techniques at the later stage o f the analysis 
process. For instance, the multivariate analysis that will be utilised in the next stage is 
structural equation modelling.
The descriptive analysis of constructs presents how respondents answered the questions 
related to the seven latent constructs in the conceptual model. The descriptive findings for 
the sets of indicators of each construct are illustrated from Table 6.8 to Table 6.11. These 
are Resources, Capabilities, Competitive Strategy, Positional Advantage, Performance, 
Entrepreneurial Orientation and Ambidextrous Innovation Strategy. Each table reports the 
percentage frequencies for all indicators and their central tendency, shown in the mean, 
and the dispersion, depicted in the standard deviation.
6 .3 .1  R e s o u r c e s  a n d  C a p a b i l i t i e s
Thinking about the specific export venture, the respondents were first asked to rate their 
firm’s ‘Resources’ and ‘Capabilities’ relative to their major competitor in the export 
market according to the following dimensions: ‘Financial’ and ‘Human’ for the construct 
‘Resources’; subsequently ‘Distribution’, ‘Service’, ‘Pricing’, ‘Communication’ for the
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?construct ‘Capabilities’. On Table 6.8 is revealed that the first construct’s mean scores are 
relatively high, all above 5, which denotes that INVs have a much better level, size and 
access of financial resources available, as well as a higher speed of acquiring and 
deploying them than their major competitors. Also the INVs’ respondents rate the 
knowledge, quality, experience and skills of their human resources higher than their major 
competitors.
In terms of the capabilities measured, the INVs rate their distribution, service, pricing and 
communication with most mean scores even higher than the resources’, with a value above 
5.5, except for 5 indicators out of 13. The interpretation of these numbers show that INVs’ 
devote themselves more to developing after sales service, responding quickly to price 
changes and maintaining a high quality in their channel and customer relationships in a 
much better way than competitors rather than to developing distribution capabilities 
towards the closeness to distributors. Other distribution capabilities are rated much better 
than the competitors, such as the value added to distributors’ businesses, the attraction and 
retention o f the best distributors, as well as the support levels provided.
Another interesting finding is that firms tend to have low negative response and high mean 
scores especially in pricing and communications where communicating pricing structures 
and levels to customers and the quality maintenance of channel relationships are the 
principal items of each sub construct respectively.
M
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TABLE 6.8 Descriptive Statistics of Resources and Capabilities of INVs
Financial finRes_av 0.08 0.01 0.06 0.10 0.19 0.25 0.28 5.27 1.74
access_cap 0.08 0.03 0.08 0.12 0.19 0.22 0.27 5.06 1.80
C/>
a> speed_finRes 0.07 0.04 0.06 0.11 0.25 0.18 0.25 5.04 1.76o
3 size finRes 0.06 0.03 0.04 0.17 0.15 0.22 0.30 5.24 1.74
ow Human know_exMkting 0.08 0.04 0.05 0.13 0.19 0.26 0.22 5.04 1.79
DC qual_exMkting 0.06 0.02 0.03 0.09 0.20 0.28 0.29 5.46 1.61
expe_exMkting 0.07 0.03 0.05 0.10 0.18 0.23 0.30 5.29 1.76
skills_exMkting 0.05 0.04 0.05 0.08 0.19 0.28 0.27 5.37 1.65
Distribution add value dist 0.06 0.03 0.03 0.12 0.23 0.31 0.21 5.27 1.57
attr ret best dist 0.06 0.00 0.04 0.10 0.27 0.28 0.22 5.32 1.54
high_supp_dist 0.04 0.01 0.09 0.08 0.22 0.28 0.25 5.34 1.56
close work dist 0.09 0.03 0.10 0.12 0.27 0.20 0.1.8 4.80 1.79
</) Service deliv_high_qual_afterSalesServ 0.04 0.04 0.02 0.06 0.16 0.32 0.34 5.68 1.54
0) attract_retain_afterSalesServ_person 0.06 0.02 0.04 0.11 0.22 0.32 0.21 5.28 1.62
5
CO Pricing resp_effe_compPri 0.03 0.01 0.01 0.08 0.25 0.27 0.32 5.70 1.36Q.aJ resp_quick_custChange 0.04 0.02 0.01 0.10 0.19 0.30 0.32 5.65 1.46
a comm_pri 0.03 0.01 0.01 0.06 0.22 0.35 0.30 5.76 1.29
Communication qual_chRel 0.01 0.01 0.02 0.04 0.18 0.34 0.37 5.93 1.20
compKnow_expMkt 0.04 0.01 0.03 0.08 0.15 0.32 0.34 5.68 1.51
info_doBus_expMkt 0.03 0.01 0.01 0.08 0.23 0.30 0.32 5.74 1.35
num cust 0.01 0.01 0.06 0.06 0.18 0.27 0.39 5.84 1.32
6 . 3 . 2  p o s i t i o n a l  A d v a n t a g e  a n d  p e r f o r m a n c e
This section refers to the positional advantage achieved and the performance evaluation 
considering the specific export venture in relation to the competition. To measure the 
positional advantage, the respondents were asked to indicate how well their business 
compares to their major direct competitors from the export market, in terms of cost, 
promotion and marketing product. The first part of Table 6.9 depicts that the positional 
advantage o f the INVs from the sample is rather high, with all mean scores above 5.5 with 
one exception which corresponds to unit production costs. The result highlights especially 
that INVs from the sample emphasise the product availability and the channel delivery 
speed for customers, as well as the product design and style, in accordance with the highest 
mean scores located in the marketing product dimension. This marketing product sub 
construct shows all mean scores above 5.8, while the cost and promotion sub constructs 
highest mean scores relate to the actual selling price and the brand image respectively.
The second part of Table 6.9 illustrates the respondents’ evaluation of the export venture 
performance over the past year relative to their major competitors in three dimensions: 
effectiveness, efficiency and adaptiveness. The result shows that the INVs of the sample 
focus first on effectiveness and then on the other two dimensions. Therefore the market 
and sales revenue growth are more meaningful for the export venture performance than the 
return on sales and the time to market for new export venture products.
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TABLE 6.9 Descriptive Statistics o f Positional Advantage and Performance of INVs
Cost unit_prod_cost 0.03 0 . 0 1 0 . 0 1 0.15 0.27 0.26 0.25 5.46 1.39
CD cost_goods 0 . 0 2 0 . 0 1 0.03 0.13 0.25 0.27 0.26 5.51 1.33o>
CC actual_sell_price 0 . 0 2 0 . 0 1 0 . 0 1 0.13 0.16 0.35 0.29 5.70 1.30
c
CO pay_credit_terms 0 . 0 2 0 . 0 2 0.03 0.13 0.24 0.26 0.28 5.53 1.37
T3< Promotion share_mind 0.04 0.03 0.05 0.06 0.14 0.30 0.37 5.68 1.57
Tc brand_per 0.05 0 . 0 1 0.06 0.06 0.13 0.28 0.38 5.65 1.63
o b ran d jm ag e 0.04 0 . 0 2 0.04 0.06 0.15 0.29 0.38 5.70 1.57
wo Marketing Prod prod_av 0.03 0 . 0 1 0.03 0.04 0.15 0.30 0.42 5.96 1.34
CL ch_deli 0.03 0.03 0 . 0 1 0.05 0.16 0.34 0.35 5.84 1.38
prod_des_style 0.04 0 . 0 1 0 . 0 2 0.08 0.09 0.27 0.46 5.92 1.49
Effectiveness mktSh_grow 0.03 0 . 0 2 0 . 0 2 0 . 1 1 0.27 0.24 0.29 5.53 1.39
pos_change_mktSh 0 . 0 1 0 . 0 0 0.04 0 . 1 0 0.29 0.29 0.24 5.54 1 . 2 2
CD Efficiency ROI 0.03 0 . 0 2 0.07 0.15 0.25 0.23 0 . 2 2 5.21 1.49
C
CO EV_margin 0.04 0 . 0 1 0.06 0.09 0.28 0.24 0.25 5.35 1.48
E ROS 0.05 0 . 0 1 0.08 0 . 1 0 0.27 0.27 0 . 2 0 5.19 1.55
o
t : Adaptiveness rev_newEVProd 0.04 0.04 0.04 0.14 0.24 0.25 0.23 5.24 1.55
Ol num succ newEVProd 0.05 0.03 0.06 0.14 0.15 0.31 0.25 5.28 1.64
timeMkt_newEVProd 0.06 0.03 0.06 0.15 0 . 2 1 0.26 0 . 2 2 5.13 1.67
resp_comp_expMkt 0.09 0 . 0 1 0.04 0 . 1 1 0.25 0.29 0 . 2 0 5.14 1.69
6 . 3 . 3  C o m p e t i t i v e  S t r a t e g y  a n d  E n t r e p r e n e u r i a l  O r i e n t a t i o n
In order to measure the competitive strategy and the entrepreneurial orientation of the 
INVs of the sample, the respondents were asked to evaluate the dimensions: delivery 
differentiation, marketing differentiation and cost leadership for the first construct, as well 
as proactiveness, riskiness, and autonomy for the second one. The results of Table 6.10 
show that the highest mean scores, above 5.65, are the quick delivery, guarantee and 
response to distributor orders. These numbers illustrate that the INVs of the sample 
identify to a great extent the delivery differentiation competitive strategy followed by the 
marketing differentiation and cost leadership. Also the offer of extensive end-user 
customer service, part o f marketing differentiation, presents a mean score above 5.8. The 
lowest mean score o f the competitive strategy construct is 5.03, which corresponds to the 
investment in marketing communications to build awareness.
Also it is interesting to note that managers tend to give higher scores to the search of a 
business that can be acquired, in addition to the autonomy given to employees especially in 
the way they perform their work tasks, instigate changes and are permitted to act without 
interference. It also reveals that companies tend to have higher preferences approving new 
projects on a stage by stage basis rather than with blanket approval.
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TABLE 6.10 Descriptive Statistics of Competitive Strategy and Entrepreneurial Orientation o f INVs
Delivery Diff guarantee_deliv_times 0.03 0 . 0 1 0.04 0.03 0.15 0.37 0.36 5.92 1.31
>N
CD0)
CO
off_quick_deliv 0 . 0 1 0 . 0 1 0 . 0 1 0.07 0.17 0.33 0.37 5.96 1.19
achieve_quick_deliv 0.06 0 . 0 1 0 . 0 1 0.08 0.13 0.36 0.32 5.68 1.59
cn 
0 Marketing Diff inv_m kti ngCom m_aware 0.08 0 . 0 1 0.09 0.15 0 . 2 0 0.27 0 . 2 0 5.03 1.70
.>
dev_newEVProd 0.07 0.03 0.06 0.09 0.28 0.24 0 . 2 1 5.11 1.67
CDQ.
E of f _h i g h_di f f_ E V P rod 0.04 0 . 0 2 0.03 0.04 0.14 0.35 0.35 5.82 1.46
o
O Cost Leadership low_prov_EVMkt 0.06 0 . 0 1 0.03 0.19 0.26 0 . 2 0 0 . 2 2 5.16 1.57
EV_cust_low_price 0.03 0 . 0 2 0.03 0.15 0.26 0.25 0.24 5.37 1.43
c
o Proactiveness first intro new brands 0.08 0.05 0.09 0.25 0 . 2 2 0.18 0.13 4.54 1 . 6 6
n5 look out bus 0.03 0.03 0 . 0 2 0 . 1 1 0 . 1 1 0.34 0.34 5.69 1.50
0 Riskiness new_proj_stage_by_stage 0.08 0.04 0.05 0.15 0.19 0.23 0.23 5.08 1.78
O
73 supp proj__certain_ret 0 . 0 2 0 . 0 1 0 . 0 1 0 . 1 0 0 . 2 1 0.24 0.38 5.84 1.29
U0 Autonomy employees_no_interf 0 . 0 1 0.03 0.03 0.13 0.16 0.25 0.35 5.68 1.43
c0u_ employees_m ake_changes 0 . 0 1 0.04 0.05 0.08 0.23 0.28 0.28 5.55 1.41Q.0k_ employees_authority_acto_alone 0 . 0 1 0.03 0.05 0.13 0.23 0.26 0.27 5.46 1.40
C
LU employees_access_vital_info 0.09 0.06 0.08 0.29 0.19 0.13 0.15 4.42 1.74
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TABLE 6.11 Descriptive Statistics o f Ambidextrous Innovation Strategy o f INVs
Explorative new gen prodl 0.07 0.03 0.04 0.13 0.21 0.22 0.28 5.21 1.74
extend_prod_range 0.07 0.02 0.05 0.13 0.16 0.23 0.31 5.30 1.74
Exploitative improve yield reduce mat cons 0.04 0.00 0.03 0.05 0.16 0.23 0.46 5.94 1.42
improve prod felx 0.04 0.01 0.01 0.03 0.15 0.34 0.39 5.89 1.44
i m prov e_prod_qual 0.04 0.01 0.02 0.03 0.12 0.30 0.46 6.01 1.39
>—* 
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6 . 3 . 4  A m b i d e x t r o u s  In n o v a t i o n  S t r a t e g y
This section illustrates the outcomes of the ambidextrous innovation strategy, for which 
respondents were asked to asses their scores in terms of explorative and exploitative 
dimensions. As Table 6.11 shows that there is not much difference between both 
dimensions, the results suggest that INVs are ambidextrous firms capable of pursuing 
simultaneously exploitative and explorative orientations. The INVs of the sample are able 
to introduce a new generation o f products and extend the product range as well as 
improving the quality of existing products and production flexibility or reducing material 
consumption.
6 . 4  C o n c l u d i n g  C o m m e n t s
This chapter has provided an account of the demographic profile of the sample and the 
descriptive findings generated from an initial analysis of the data collected in the present 
study. The demographic profile o f the sample has described the general characteristics of 
the INVs and of the export venture.
Presentation of the descriptive results was made from the seven main constructs in the 
conceptual model, namely, resources, capabilities, competitive strategy, positional 
advantage, performance, entrepreneurial orientation and ambidextrous innovation. It is 
important to note that a comparatively wide distribution of responses was generally found 
to exist across the various measures employed for the purpose of this research. Based on
319
the descriptive findings there is significant variance in the responses for every construct. 
Insights into the data have been derived from this analysis that are used in subsequent 
analyses and discussions of the present study.
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CHAPTER 7  
M e a s u r e  V a l i d a t i o n :  M e a s u r e m e n t
M o d e l
7.1 Introduction
The aim of this chapter is to give an assessment o f the measurement scales and how well 
they capture the latent constructs portrayed in the conceptual model, which corresponds to 
the first part of the SEM analysis. A complete step-by-step approach of the measurement 
model validity assessment contained in this chapter is exhibited in Figure 7.1. It is 
important to consider the previous requirements to assess measurement model validity, 
including data preparation and screening procedures to entail the treatment of missing data, 
detection of outliers and normality considerations.
As shown in previous chapters, multiple item measures were used for all constructs based 
upon the review of the general literature together with exploratory interviews with 
managers. It is therefore essential to examine and confirm the existence of dimensions 
underlying the model variables, as well as to provide an assessment o f the reliability and 
validity of the scales pertaining to the dimensions. To this end, a series of steps was 
followed in order to achieve purification and internal consistency of measurement scales. 
The measures were purified using exploratory factor analysis and reliability analysis. 
Consequently, the set of items retained was subjected to confirmatory factor analysis to 
verify the hypothesised factor structure. Moreover, the measures were assessed for 
unidimensionality, convergent validity, reliability and discriminant validity.
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FIGURE 7.1 Measure Validation 
SOURCE: Adapted from Hair, et al. (2006) pg. 759; and Koufteros (1999) p. 475
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7 .2  D a t a  p r e p a r a t i o n  a n d  S c r e e n i n g
Multivariate analysis techniques have a tremendous analytical power to test hypotheses in 
the research design, albeit not without limitations (Hair et al., 2006). Data preparation and 
screening is the initial step in data analysis process. It is a time-consuming but necessary 
step that is frequently overlooked by the researcher. Here the researcher evaluates the 
impact of missing data, identifies outliers, and tests for the assumptions underlying most 
multivariate techniques. Data preparation and screening can avoid leading the model 
estimation and fitting programmes to a wrong conclusion (Kline, 2005). Naturally, SEM 
requires assumptions o f the distributional characteristics o f the data set for an accurate 
analysis (Tabachnick & Fidell, 2001). Thus, data preparation and screening help the 
researcher to assess and overcome pitfalls resulting from the research design and data 
collection practices. Consequently, the following sections contain the evaluation o f missing
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data, identification of outliers, and tests of the assumptions underlying normality and 
multicollinearity.
7 .2 .1  M i s s i n g  d a t a
Just as with other multivariate procedures, the researcher must make several important 
decisions regarding missing data. Several authors advocate that the best possible method of 
dealing with missing data is to prevent the problem occurring by carefi.il planning and 
meticulous data collection (De Vaus, 2001; Roth, 1994; Schafer & Graham, 2002). These 
suggestions were taken into consideration and were implemented by the current research. 
The survey administration method based on telephone interviews employed in this 
research, ensured minimizing the missing data, as explained in section 4.8.2.
The frequency and percentage of missing data in this study are shown in Table 7.1. These 
results reveal that missing data will not violate the parameter estimates since it is randomly 
scattered with no distinct pattern (Missing Completely at Random - MCAR), thus any 
remedy to treat this missing data is acceptable (Arbuckle & Wothke, 1999; Hair et al., 
2006; Tabachnick & Fidell, 2001). Figure 4.7 previously mentioned the approaches for 
random missing data, which are two basic ones: imputation using only valid data and 
imputation by using replacement values.
As SEM requires a full set of observations (Pallant, 2005) and upon considering the 
advantages and drawbacks of the remedies of treating missing data, the response to missing 
data in the present study is to use the regression-based approach, which belongs to the 
imputation by using the replacement values approach. This is also consistent with the 
suggestion put forward by Roth (1994) that regression substitution is a suitable method
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when the amount of missing data is less than 10 percent. The regression approach is used 
to predict the missing values of a variable based on its relationship to other variables in the 
data set. Although it is argued that this method strengthens the relationships already in the 
data, the resulting data become more characteristic of the sample and less generalisable 
(Hair et al., 2006). The regression method o f imputation holds promise in those instances 
for which a moderate level of widely scattered missing data are presented and for which 
the relationships between variables are sufficiently established (Kline, 2005). Hence, this 
author is confident that using this method will not affect the generalisability of results.
TABLE 7.1 Summary Statistics of Missing Data
Resources Financial finRes_av 1 0.38%
Human qual_exMkting 1 0.38%
Distribucion attr ret best dist 1 0.38%
high_supp_dist 1 0.38%
Service deliv_high_qual_afterSalesServ 1 0.38%
Capabilities Pricing resp_effe_compPri 1 0.38%
resp_quick_custChange 1 0.38%
comm_pri 1 0.38%
Comunication qual_chRel 2 0.77%
Cost cost_goods 1 0.38%
Positional
Advantage
actual_sell_price 2 0.77%
Marketing Prod p r o d a v 1 0.38%
Entrepreneurial Riskiness supp_proj_certain_ret 1 0.38%
Orientation Autonomy em pi oyees_access_vital _i nf o 1 0.38%
7 . 2 . 2  O u t l i e r s
Outliers are the observations displaying unreasonable characteristics; for example, these 
cases may behave distinctively differently from other observations in the dataset (Hair et 
al., 2006). Outliers could have extreme values on one variable or a combination of
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variables that unduly influence statistics (Tabachnick & Fidell, 2001). If an outlier is a case 
of an extreme value on one variable, this is a univariate outlier, whilst ah odd combination 
of scores on two or more variables is a multivariate outlier. Outliers potentially occur due 
to mistakes in responding to the questionnaire by respondents, errors in data recording, or 
some respondents not being representative of the targeted population under study. An 
outlier may or may not be influential. In this regard, influential means that removal of the 
outlier could cause substantial changes in the overall estimation of a specific analysis 
(Bowerman & O'Connell, 1997). It has been established that influential or problematic 
outliers can seriously distort statistical tests; specifically in SEM, for example, they can 
potentially affect the model fit estimates, parameter estimates and standard errors (West et 
al., 1995) and are assumed to create improper solutions (Bollen, 1987; Dillon et al., 1987). 
Improper solutions refer to estimates that have parameters outside the admissible range 
(e.g. Heywood cases in which error variances are negative) or where correlations between 
latent variables are greater than one (Byrne, 2001; Dillon et al., 1987; West et al., 1995). 
These offensive estimates are more likely to occur in small samples than in large ones. 
Thus it is important to identify those extreme values, to check for plausibility and to take 
necessary solutions, such as deletion or redefining the population (Anderson & Gerbing, 
1984; W estet al., 1995).
These potential detrimental effects of outliers on statistical analysis strongly suggest that it 
is essential to recognise the presence of outliers in the dataset, but there is no absolute 
characterisation of an extreme point for the univariate outlier. A widely accepted rule of 
thumb is that values with more than three standard deviations away from the mean are 
considered as outliers (Kline, 2005) or observations with standardised variables values
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exceeding ±2.5 for small samples (80 or fewer observations) and scores of 3 to 4 for larger 
sample sizes (Hair et al., 2006). Even though a few univariate outliers could be identified 
in the dataset, they were minimized since this study applied a seven point Likert scale.
In turn, multivariate outliers can be diagnosed with the Mahalanobis D measure, which is 
a measure to assess the position o f each observation compared with the centre of all 
observations on a set of variables (Byrne, 2001). A large Mahalanobis distance score 
denotes a case as having extreme values on one or more of the independent variables. 
Further, it is recommended that a very conservative statistical test of significance at 0.001 
is the threshold value (Hair et al., 2006; Tabachnick & Fidell, 2001).
Even though it is the prerogative o f the researcher to decide whether to retain or discard 
outliers from the dataset, it is strongly suggested by Hair and colleagues (2006) that they 
should be retained unless it is proven that they are not representative of the entire 
population. It was acknowledged that by discarding outliers, the generalisability of the 
study might suffer. It is noteworthy that AMOS can identify outliers by the Mahalanobis 
distance; therefore, this measure was employed in the present study to detect the 
occurrence of multivariate outliers from the variables utilised for SEM. In this study, 
Mahalanobis distance was measured for each construct through AMOS and then compared 
with critical value with the degree of freedom equal to the number o f the independent 
variables at p<0.001 (Hair et al., 2006; Tabachnick & Fidell, 2001).
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7 . 2 . 3  N o r m a l i t y , L i n e a r i t y , H o m o s c e d a s t i c i t y  a n d  
M u l t i c o l u n e a r i t y
Normality
The most fundamental assumption in multivariate analysis is normality which refers to the 
shape of the data distribution and its correspondence to the normal distribution. 
Multivariate normality means that the individual variables are normal in a univariate sense 
and that their combinations are also normal. Thus, if a variable is multivariate normal, it is 
also univariate normal. However, multivariate normality is more difficult to test and a large 
sample tends to diminish the detrimental effect of normality (Hair et al., 2006).
Violation of the normality assumptions may affect the estimation process or the 
interpretation of results. For example, West, Finch and Curran (1995) suggest that non 
normality was found to cause moderate to severe underestimation of standard errors of 
parameter estimates; their investigation was conducted under conditions where the 
measured variables were regarded as non normal (skewness=3; kurtosis=21).
The simplest diagnostic test for normality is a visual check of the histogram. A more 
reliable approach is the normal probability plot, which compares the cumulative 
distribution of actual data values with the cumulative distribution o f a normal distribution. 
In addition, one can also use statistical tests to assess normality, which are based on the 
skewness and kurtosis values. Kurtosis refers to the “peakedness” or “flatness” of the 
distribution compared to the normal distribution. While kurtosis refers to the height of the 
distribution, skewness is used to describe the balance of the distribution. If a distribution is 
unbalanced, it is skewed (Hair et al., 2006; Tabachnick & Fidell, 2001; West et al., 1995). 
Skewed distribution occurs when most of the cases are either below the mean, showing a
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positive skew, or above it, displaying a negative skew. A positive skew denotes a 
distribution shifted to the left, whereas a negative skew reflects a shift to the right.
In addition to examining the normal probability plot, one can also use the statistical tests to 
assess normality. A simple test is a rule o f thumb based on skewness and kurtosis values 
and which is available as part of the basic descriptive statistics for a variable computed by 
all statistical software. The statistic value (Z) for the skewness value is calculated as
follows, where N is the sample size:
skewness
7
skewness
A Z  value can also be calculated for the kurtosis value using the following formula:
kurtosis
^  kurtosis
If either calculated Z  value exceeds a critical value (+2.58), then we can reject the
assumption about the normality of the distribution at the 0.01 probability level or a critical 
value of +1.96 at 0.05 probability level (Hair et al., 2006). Alternatively, datasets with 
absolute values of a univariate skew index greater than 3.0 are regarded as ‘extreme’ (West 
et al., 1995) and a conservative estimation of a univariate kurtosis index greater than 10
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may suggest a problem, whereas values greater than 20 are considered ‘extremely’ 
problematic (Kline, 2005).
In the current modelling, AMOS 6.0 software was employed to detect normality at both 
univariate and multivariate levels. Based on the thresholds suggested above, the variables 
included in the proposed conceptual model were regarded as normally distributed, as 
presented in Tables 7.2, 7.3, 7.4 and 7.5. Multivariate normality was examined by 
standardised residual; Z-scores below 2.58 indicate that multivariate normality exists
(Diamantopoulos, 1994). Upon inspection of all the variables used in the four validated 
measurement models, all Z-scores were less than 2.58 at the 0.01 probability level, and
thus overall multivariate normality could be assumed. Furthermore, the skewness and 
kurtosis statistics for the constructs investigated in this study revealed that they are within 
the acceptable range as stated earlier. Moreover, in this case the sample size was 
considered large enough; thus it could compensate for potential biases in parameter 
estimates (Hair et al., 2006).
The results depicted in the following tables correspond to the assessment of univariate and 
multivariate normality for the measurement model of every construct. The four following 
tables exhibit the skewness and kurtosis of each variable of the model’s constructs, as well 
as, the multivariate normality. The representation of resources can be found in Table 7.2; 
Table 7.3 shows capabilities; Table 7.4 illustrates competitive strategy, positional 
advantage and performance; and Table 7.5 indicates entrepreneurial orientation and 
ambidextrous innovation strategy.
I '­
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TABLE 7.2 Normality - M easurem ent Model: Resources
size_finRes -1.277 1.441
speed_finRes -1.617 2.416
0) access_cap -0.926 0.089QO
3 skills_exMkting -0.81 -0.135O05Q>
expe_exMkting -0.807 -0.249
DC qual_exMkting -1.631 2.339
know_exMkting -1.544 2.551
finRes_av -1.539 2.143
Multivariate 79.43 39.466
TABLE 7.3 Normality - M easurement Model: Capabilities
attract_retain_afterSalesServ_person -1.191 0.929
info_doBus_expMkt -1.544 2.455
compKnow_expMkt -1.539 2.143
num_cust -1.277 1.441
qual_chRel -1.617 2.416
05a> comm_pri -1.612 2.292
15 high_supp_dist -1.055 0.64COa. attr_ret_best_dist -1.261 1.478
O deliv_high_qual_afterSalesServ -1.542 1.924
resp_effe_compPri -1.441 2.419
resp_quick_custChange -1.446 2.088
close_work_dist -0.708 -0.314
add_value_dist -1.192 1.088
Multivariate 131.868 41.967
TABLE 7.4 Normality - M easurem ent Model: Competitive
Strategy, Positional Advantage and Performance
EV_cust_low_price -1.007 1.065
>, build_str_image -0.911 0.648u>©
2
GO
off_extensive_endUsr_custServ -1.405 1.868
dev_newEVProd -0.987 0.377
©> inv_mktingComm_aware -0.866 0.095
© achieve_quick_deliv -1.713 2.479Cl
Eo off_quick_deliv -1.594 2.355
O guarantee_deliv_times -1.876 2.54
Multivariate 62.542 31.075
prod_des_style -1.191 0.929
ch_deli -1.544 2.455
©05
prod_av -1.539 2.143
ro
c brandjm age -1.277 1.441©>x> brand_per -1.617 2.416
< share_mind -1.612 2.292
co pay_credit_terms -1.055 0.64
Tr>O actual_sell_price -1.261 1.478
CL cost_goods -1.542 1.924
unit_prod_cost -1.441 2.419
Multivariate 131.868 41.967
pos_change_m ktSh -0.861 1.117
mktSh_grow -1.109 1.442
resp_comp_expMkt -1.156 0.723
©
o num_succ_newEVProd -1.032 0.385
©
E timeMkt_newEVProd -0.943 0.282
or; rev_newEVProd -0.932 0.472©
CL ROS -0.999 0.666
EV_margin -1.056 1.011
ROI -0.786 0.335
Multivariate 91.102 40.691
TABLE 7.5 Normality - M easurem ent Model: Entrepreneurial
O rientation and Ambidextrous Innovation Strategy
c look_out_bus -1.459 1.703o
03
first_intro_new_brands -0.461 -0.379
c new_proj_stage_by_stage -0.869 -0.091
o supp_proj_certain_ret -1.331 2.238
n employees_access_vitalJnfo -0.338 -0.539
<D
C
employees_authority_acto_alone -0.859 0.357
CD
Q. employees_no_interf -1.1 0.7140)
c employees_make_changes -1.009 0.501
U J Multivariate 37.54 18.652
>>o> new_gen_prod -0.974 0.207
(/> ® 
o 2
extend_prod_range -1.046 0.327
S  35
CD C
im prove_prod_qual -2.08 2.518
"O O 
£  ’«
improve_prod_felx -2.003 2.044
E > 
<  o improve_yield_reduce_mat_cons -1.793 2.326cc Multivariate 50.572 37.989
Linearity and Homoscedasticity
An implicit assumption of all multivariate techniques based on correlational measures of 
association is linearity. Nonlinear effects will not be represented in the correlation value 
since correlations represent only the linear association between variables. An 
underestimation of the actual strength of the relationship could result from this omission.
Another premise in multivariate techniques is homoscedasticity, which refers to the 
assumption that dependent variables exhibit equal levels of variance across the range of 
predictor variables. Homoscedasticity is desirable because the variance of dependent 
variable being explained in the dependence relationship should not be concentrated in only 
a limited range of the independent values (Hair et al., 2006; Howell, 2007). In most 
situations, each dependent value has many different values at each value of the 
independent variable. In order to capture this relationship, the dispersion of the dependent
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variable values, also known as variance, must be relatively equal at each value or the 
predictor variable.
Both linearity and homoscedasticity refer to the distribution of scores and the nature of the 
underlying relationship between the variables. These assumptions can be checked from the 
residual scatter plots which are generated from the multiple regression procedure (Johnson 
& Wichern, 2002). For these assumptions to be fully secured, this author checked the 
residual scatter plots and detected no issues o f concern. However, due to the limited space, 
these results are not presented.
7 . 3  It e m  a n d  S c a l e  P u r i f i c a t i o n
Many authors have argued that prior to performing CFA procedures, the internal 
consistency of multi-item scales should be assessed on the basis of item analyses (Gerbing 
& Anderson, 1988; Gerbing & Hamilton, 1996; Heide & John, 1992). It was strongly 
advocated by Nunnally (1978) that researchers should ascertain item unidimensionality. As 
unidimensional measures mean that a set of measured variables, or items, has only one 
underlying construct, unidimensionality becomes critically important when more than two 
constructs are involved (Johnson & Wichern, 2002). Therefore items within a construct 
would be useful only when they share a common core in terms of the domain to be 
measured.
The present section involves item analysis and scale purification. The meaning of this 
purification assessment is that items performing poorly and violating the predicted factor 
structure, should be identified and possibly discarded (Churchill & Iacobucci, 2005; 
McDaniel & Gates, 2007). To this end, each set of items employed to capture a particular
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construct was subjected to item analysis in order to isolate items that did not belong to the 
specific domain.
7 .3 .1  E x p l o r a t o r y  F a c t o r  A n a l y s i s
Exploratory factor analysis (EFA) is the most commonly used analytical technique for 
reducing a large item pool to a more manageable set. In addition, this analysis has been 
recognised to be valuable preliminary analysis when no sufficient theory is available to 
establish the underlying dimensions of a specific construct (Gerbing & Anderson, 1988). 
As principal components analysis is the most widely accepted extraction technique 
(Malhotra & Birks, 2007), the present study utilised the multivariate statistical technique of 
principal components to determine the most suitable items for each construct. Accordingly, 
three elements were considered for factor analysis, such as the rotational method applied, 
the number of factors to retain and the minimal level of item loadings and cross loadings 
(Stewart, 1981).
This study implemented the orthogonal rotation, obtained by the function varimax in SPSS, 
as it facilitates the accurate interpretation of the underlying structure of the data (Hair et 
al., 2006). In terms of the number of factors to retain, this study followed the ‘eigenvalues- 
greater-than-one’ rule, which has been identified as a popular guideline in the subject 
(Allport & Kerler, 2003; Cliff, 1988; Churchill & Iacobucci, 2005; Hair et al., 2006). 
Regarding the cut-off for the minimum level of item loadings and maximum level o f items 
cross-loadings, Tabachnick and Fidell (2001) argue that is a matter of researcher 
preference. It is a rule of thumb used frequently that “factor loadings in the range o f  ±0.30 
to ±0.40 are considered to meet the minimal level for interpretation o f  structure; loadings 
o f ±0.50 or greater are considered practically significant; loadings exceeding ±0.70 are
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considered indicative o f significant structure and are the goal o f  any factor analysis ” (Hair 
et al., 2006:128). Accordingly, the present study followed the convention to retain items 
with loadings higher than 0.4 (Gerbing & Anderson, 1988) on one single factor and cross­
loadings lower than 0.30 on multiple factors (Rentz et al., 2002).
The results of the exploratory factor analysis for each of the model’s constructs are 
documented in the following order: resources, capabilities, competitive strategy, positional 
advantage, performance, entrepreneurial orientation and ambidextrous innovation strategy.
As shall be discussed in the following sections, principal component analysis was executed 
for each construct to identify a unidimensional scale for each set. The final results for each 
construct showed that the Bartlett test of sphericity, a statistical test to determine the 
presence of correlations among variables, is statistical significant in each of the constructs. 
In addition, in six of the seven constructs the Kaiser-Meyer-Olkin (KMO) statistic of 
sampling adequacy surpasses Sharma’s (1996) suggested cut-off level as a value greater 
than 0.8. Only the construct entrepreneurial orientation presents a KMO of 0.779 in Table 
7.11, which is considered in the tolerable range by Sharma (1996), who use this term to 
categorise values greater than 0 . 6 .
7 . 3 . 2  EFA - R e s o u r c e s
The initial set of items composing each of the four resources dimensions was subjected to 
principal components analysis to identify a unidimensional scale for each set. Based upon 
this analysis, two ill-fitting items were detected in the initial set of items used to capture 
the financial dimension. These items concerned the ‘ability to find additional financial
i
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resources when needed’ (ability_find_finRes) and ‘strength of our brand image’ 
(strbrandlm). They were dropped from the analysis due to high cross-loading.
The final results of all remaining items are illustrated in Table 7.6, which shows a KMO of 
0.88 and a statistical significant Bartlett test of sphericity. After six iterations the analysis 
converged and a three factor solution was extracted, which accounted for 67.28% of the 
total variance explained. The first factor was labelled ‘Human’ followed by ‘Financial’ and 
‘Reputational’ (Morgan et al., 2006). All items loaded appropriately on the expected 
dimensions showing values of 0.71 and above, considered indicatives o f a well-defined 
construct. Each factor yielded a reliable Cronbach’s alpha coefficient between 0.89 and 
0.94.
i
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TABLE 7.6 EFA -  Resources*
expe_exMkting 0.88
qual_exMkting 0.87
ski!ls_exMkting 0.86
know_exMkting 0.85
speedJinRes 0.83
access_cap 0.81
finRes_av 0.77
size_finRes 0.71
dis_brandlmage 0.89
brandName_aw 0.83
brandPer 0.79
Cronbach's Alpha 0.89 0.94 0.89
Total variance explained: 67.28
KMO: 0.88
Bartlett's Test of Sphericity:
Aprox Chi-Square: 2830.23
df: 276
Sig: 0.000
*A11 correlation  coeffic ien ts  (Pearson) are s ignificant at p<0.01 (two-tailed)
7 . 3 . 3  E F A  - C a p a b i l i t i e s
All items of the capabilities construct were subjected to principal component analysis. A 
four factor solution was obtained after the 14 items of the capabilities construct were 
subjected to principal component analysis. As illustrated in Table 7.7 KMO depicts a value 
of 0.86 with a statistical significant Bartlett test of sphericity. This solution explains 
78.83% of total variance. ‘Distribution’ was used as the denomination for the first factor 
(Zou et al., 2003), ‘Service’ for the second (Katsikeas et al., 2004), ‘Pricing’ for the third 
(Zou et al., 2003), and the fourth factor used the term ‘Communication’ (Morgan et al., 
2006).
I
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Indicatives of significant and well-defined constructs are the values exhibited by the items 
of capabilities. It can therefore be seen that ‘Distribution’ and ‘Pricing’ dimensions display 
results greater than 0.72, while the remaining dimensions indicate values above 0.7, 
including ‘attracting and retaining after-sales service personnel’ 
(attract_retain_afterSalesServ_person) and ‘Information related to doing business in this 
market’ (info_doBus_expMkt). Additionally, these two dimensions also present values 
close to 0.70, such as ‘delivering high quality after-sales service’ 
(deliv high qual afterSalesServ), ‘quality of our channel relationships in this export 
market’ (qualexM kting) and ‘knowledge of competitors in this market’ 
(compKnowexpMkt). There is one exception in the ‘Communication’ dimension which 
corresponds to ‘number of customers with whom we already have a relationship’ 
(num cust), with a significant loading of 0.6 and a Cronbach’s alpha coefficient of 0.79. 
All the residual factors yielded reliable Cronbach’s alphas between 0.83 and 0.88.
I.
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TABLE 7.7 EFA -  Capabilities*
H i
add_value_dist
attr_ret_best_dist
high_supp_dist
close_work_dist
0.88
0.80
0.77
0.74
deliv_high_qual_afterSalesServ
attract_retain_afterSalesServ_person
train_afterSalesServ_person
0.69
0.82
0.82
resp_effe_compPri
resp_quick_custChange
comm_pri
0.72
0.72
0.84
qual_chRel 
compKnow_expMkt 
in fo_do Bu s_expM kt 
num_cust
0.70
0.66
0.74
0.60
Cronbach's Alpha 0.88 0.84 0.84 0.79
Total variance explained: 78.83 
KMO: 0.86
Bartlett's Test of Sphericity:
Aprox Chi-Square: 2792.38 
df: 190 
Sig: 0.000
*A11 correlation coeffic ien ts  (Pearson) are sign ifican t a t p<0.01 (tw o-tailed)
7 . 3 . 4  E F A  — C o m p e t i t i v e  S t r a t e g y
As presented in Chapter three, the fieldwork, interviews and the review of the literature in 
the areas of marketing and strategy revealed three possible dimensions underlying firms’ 
competitive strategy pursued: cost leadership; marketing differentiation; and delivery 
differentiation. The initial set of items representing each of these dimensions was subjected 
to principal component analysis to examine the existence of a unidimensional scale for 
each set. At this stage, one ill-fitting item due to high cross loading was identified in 
relation to the dimension of cost leadership. The problematic item concerned the firm’s 
intention to ‘...invest in cost savings technology’ (inv_cos_sav_tech) and was excluded 
from the analysis.
I
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As illustrated on Table 7.8, principal components analysis was executed for the remaining 
nine items for the competitive strategy construct obtaining a KMO of 0.804 and a 
statistically significant Bartlett test of sphericity. After five iterations the analysis 
converged and a three factor solution was extracted, which accounted for 75% of the total 
variance explained. The first factor was labelled ‘Delivery Differentiation’ (Roth & 
Morrison, 1994; 1992) followed by ‘Marketing Differentiation’ (Aulakh et al., 2000; 
Samiee & Roth, 1992; Styles & Ambler, 1994), and ‘Cost Leadership’ (Aulakh et al., 
2000; Hill, 1988; Styles & Ambler, 1994; Sullivan & Bauerschmidt, 1991). This last factor 
displays values superior than 0.70, which are signals of a well-defined construct. A similar 
situation is present with the ‘Marketing Differentiation’ and ‘Delivery Differentiation’ 
factors, each of them detail just one item below 0.7. Particularly, the loading of the item 
‘offer a highly differentiated export venture product’ (off high diff EVProd) appears to 
be nearly 0.7. The value of 0.62 from ‘achieve quick delivery and response to distributor 
orders’ (achieve_quick_deliv) is considered a practically significant loading according to 
Hair and colleagues (2006). All the factors display reliable Cronbach’s alphas between 
0.753 and 0.796.
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TABLE 7.8 EFA -  Competitive Strategy*
guarantee_deliv_times
off_quick_deliv
achieve_quick_deliv
0.86
0.85
0.62
inv_mktingComm_aware
dev_newEVProd
off_high_diff_EVProd
0.84
0.81
0.69
low_prov_EVMkt
EV_cust_low_price
control_EV_seil_prom_expense
0.90
0.79
0.87
Cronbach’s  Alpha | 0.80 0.77 0.75
Total variance explained: 75.02 
KMO: 0.80
Bartlett's Test of Sphericity:
Aprox Chi-Square: 541.59 
df: 28 
Sig: 0.000
*A11 correlation coefficients (Pearson) are s ignificant at p < 0 .0 1 (tw o-tailed)
7 . 3 .5  E F A  — P o s i t i o n a l  A d v a n t a g e
A unidimensional scale was obtained through the application of principal component 
analysis for each set o f the ten items, constituting the positional advantage construct; see 
Table 7.9. KMO exhibits a value of 0.91 and the Bartlett test of sphericity is statistically 
significant. After six iterations the analysis converged and a three factor solution was 
extracted, which accounted for 85.63% of the total variance explained. The factors were 
labelled ‘Cost’, ‘Marketing Product’ (Morgan et al., 2004) and ‘Promotion’ (Morgan et 
al., 2006). Signals of a well-defined construct can be appreciated, especially over the 
‘Promotion’ factor displaying values superior than 0.70. Also, the loadings of ‘Marketing 
Product’, from which just the item ‘Product design and style’ (prod des style) appears 
close to 0.70. In addition, the ‘Cost’ factor exhibits most values higher than 0.70 and one
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significant value of 0.648 from the item ‘Payment and credit terms’ (paycred itterm s). 
The interval range of 0.886 to 0.951 corresponds to reliable Cronbach’s alpha coefficients.
TABLE 7.9 EFA -  Positional Advantage*
unit_prod_cost 0.86
cost_goods 0.79
actual_sell_price 0.77
pay_credit_terms 0.65
share_mind 0.84
brand_per 0.83
brandjmage 0.82
prod_av 0.79
ch_deli 0.75
prod_des_style 0.68
Cronbach’s Alpha 0.90 0.95 0.89
Total variance explained: 85.63
KMO: 0.91
Bartlett's Test of Sphericity:
Aprox Chi-Square: 3404.79
df: 136
Sig: 0.000
*A11 correlation coeffic ien ts  (Pearson) are significant at p < 0 .0 1 (tw o-tailed)
7 . 3 . 6  E F A  — PERFO RM AN CE
To assess the structure of the performance construct its nine items were simultaneously 
entered into principal component analysis. The analysis exposed the fact that the item 
‘Acquiring new customers’ (acq_cust) presented high cross loading, and therefore it was 
removed.
The final results illustrated in Table 7.10 showed a KMO of 0.92 and statistically 
significant Bartlett test of sphericity. The analysis converged after six iterations and a three 
factor solution was extracted, which accounted for 75.97% of the total variance explained.
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The first factor was labelled ‘Efficiency’, followed by the ‘Adaptiveness’ and 
‘Effectiveness’ factors (Walker et al., 1987). All items loaded appropriately on the 
expected dimensions displaying values greater than 0.73, considered indicatives of a well- 
defined construct. Each factor yielded reliable Cronbach’s alphas higher than the 
recommended threshold of 0.70 (Churchill, 1991). In particular, the factor ‘Efficiency’ 
displays the highest value of 0.92, followed by ‘Adaptiveness’ with 0.86 and 
‘Effectiveness’ with 0.80.
TABLE 7.10 E F A - Performance*
ROI 0.86
EV_margin 0.82
ROS 0.81
rev_newEVProd 0.82
num _succ_newEV Prod 0.76
timeMkt_newEVProd 0.78
resp_comp_expM kt 0.74
mktSh_grow 0.91
pos_change_m ktSh 0 .73
0.92 0.86 0.80
Total variance explained: 75.97 
KMO: 0.92
Bartlett’s  Test of Sphericity:
Aprox Chi-Square: 1619.49 
df: 78
__________________________ Sig: 0.000_____________________
* All correlation coeffic ien ts  (Pearson) are s ign ifican t at p < 0 .01 (tw o-tailed)
7 . 3 .7  E F A  — E n t r e p r e n e u r i a l  O r i e n t a t i o n
The eight items of the entrepreneurial orientation’s construct were simultaneously entered 
into principal component analysis. The final results illustrated in Table 7.11 show a value 
of 0.779 for the KMO statistic of sampling adequacy. Sharma (1996) states that a value
higher than 0.6 is tolerable. In addition, the Bartlett test of sphericity is statistically 
significant. In essence, both results from KMO and Bartlett’s tests support the suitability of 
the principal components analysis technique for this study.
After six iterations the analysis converged and a three factor solution was extracted, which 
accounted for 68.12% of the total variance explained. The first factor was labelled 
‘Autonomy’ (Hornsby et al., 2002) followed by ‘Riskiness’ and ‘Proactiveness’ factors 
(Morgan & Strong, 2003). Most items loaded with values greater than 0.70, were 
considered indicatives of a well-defined construct. Also significant values appeared to be 
part of the loadings, such as 0.52 from the item ‘we are constantly on the look out for 
business that can be acquired’ (look out bus), as well as 0.64 from the item ‘we are 
constantly seeking new opportunities related to present operations’ (new_opp_pre_oper). 
Each factor yielded reliable Cronbach’s alphas of 0.7 and above surpassing the 
recommended threshold of 0.70 (Churchill, 1991).
i
344
TABLE 7.11 EFA -  Entrepreneurial Orientation*
Factor
Item Autonomy Riskiness Proactiveness
em p loyees_m ak e_ch an ges 0.78
em ployees_noJnterf 0 .76
em ployees_authority_acto_alone 0.75
supp_proj_certain_ret 0 .1i
new _proj_stage_by_stage 0.71
new_opp_pre_oper 0.64
f i rst_i n t ro_ne w_brand s 0 .89
look_out_bus 0 .52
Cronbach's Alpha 0.78 0.70 0.71
Total variance explained: 68.12
KMO: 0.78
Bartlett's Test of Sphericity:
Aprox Chi-Square: 1619.49
df: 78
Sig: 0.000
*A11 correlation  coeffic ien ts  (Pearson) are sign ifican t at p<0.01 (tw o-tailed)
7 . 3 . 8  E F A  — A m b i d e x t r o u s  I n n o v a t i o n  S t r a t e g y
In order to identify a unidimensional scale for each set of items composing the two 
ambidextrous innovation strategy dimensions, the six items were subjected to principal 
component analysis with orthogonal rotation. As presented in Table 7.12, the result of 
statistic and sampling adequacy KMO exceeds Sharma’s (1996) suggestion with a value of
0.83. Furthermore, the Bartlett test of sphericity is statistically significant. These two 
outcomes from KMO and Bartlett’s tests indicate the suitability of the principal 
components technique for this study.
The two factor solution obtained from principal components analysis explains 76% of total 
variance. ‘Exploitative’ was used as the denomination for the first factor and ‘Explorative’ 
for the second. Indicatives of significant and well-defined constructs are the values
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exhibited by the items. Most of them display results greater than 0.77. Both residual factors 
yielded reliable Cronbach’s alphas above 0.87.
TABLE 7.12 E F A - Ambidextrous Innovation 
Strategy*
im prove_yield_reduce_m at_cons 0.89
improve_prod_felx 0.88
improve _prod_qual 0.85
new_gen_prod 0.92
extend_prod_range 0 .87
enter_new _tech_fields 0 .77
Cronbach’s  Alpha 0.91 0.87
Total variance explained: 76.05 
KMO: 0.83
Bartlett's Test of Sphericity: 1
Aprox Chi-Square: 866.56 I
df: 28 
Sig: 0.000
*A11 correlation  coefficients (Pearson) are significant at p<0.01 (tw o-tailed)
7 .4  MEASUREMENT MODEL EVALUATION — CFA
The measurement model defines the relations between the observed and unobserved 
variables. It provides the link between the observed indicator variables and the underlying 
constructs they are designed to measure, also known as unobserved latent variables. In this 
vein, the measurement model represents the Confirmatory Factor Analysis (CFA) model 
and it specifies the pattern by which each measure loads on a particular factor (Byrne, 
2001).
Gerbing and Anderson (1988) maintain that item-to-total-correlation, alpha coefficient and 
principal components analysis could not ensure unidimensionality of measures, which is 
viewed as an important requirement of valid measurement. They strongly recommend that
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a more rigorous statistical procedure should be employed to refine and confirm that the 
factor structure be generated from the principal components analysis. In this respect, CFA 
has been proposed as an analytical tool to ascertain unidimensionality of measures 
(Gerbing & Anderson, 1988). CFA is a core procedure of the structural equation modelling 
family tree (Kline, 2005) and is generally used by researchers who have some knowledge 
of the underlying latent variable structure (Byrne, 2001). Hence, in line with this 
suggestion, all the resulting measures in the current modelling were validated by using the 
CFA analytical procedure with AMOS 6.
The measurement model of the present study involves assessing measures by CFA 
performed by using Maximum Likelihood Estimation Procedures (see section 4.9.2). It 
demonstrates how and the extent to which, the observed variables are grouped to their 
underlying latent factors (Anderson & Gerbing, 1984).
The focal constructs of the present study were entered into the CFA procedure. Regarding 
the assessment of the measurement models, a wide range of goodness of fit indices was 
applied based on the recommended overall fit index by Arbuckle (2003) and Kline (2005). 
The main purpose of this procedure is to assess a model’s overall fit to determine the 
degree to which the model as a whole is consistent with the data generated from this study.
The CFA results o f each construct are given from Table 7.13 to Table 7.19, where it is 
appreciated that item and factor loadings are expressed as standardised regression loadings. 
Critical ratios are also displayed, as well as fit indices.
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In CFA, the standard factor loadings of observed variables (items) or latent variables 
(factors) are estimates of the validity of the observed variables. The critical ratio, also 
called ^-statistics, corresponds to the parameter estimate divided by its standard error. The 
larger the factor loadings as compared with their standard errors and expressed by the 
corresponding ^-values, the stronger is the evidence that the measured variables or factors
represent the underlying constructs (Bollen, 1989b). In general, if the £-values are greater
than |2| or |2.576|, then they are considered significant at the 0.05 level and 0.01 level 
respectively (Koufteros, 1999).
7 .4 .1  M o d e l l i n g  t h e  v a r i a b l e s  o f  IN V s
As an integrative general theory of resources and capabilities combinations in creating 
positional advantage, the theoretical model is conceptualized at the same level as the RBV 
theory on which it draws. Assessing the relationships at this level of analysis required 
treating the variables in this model as higher order constructs (Kim et al., 2006; Matsuno & 
Mentzer, 2000; Morgan et al., 2004; Zou & Cavusgil, 2002).
The constructs were considered in the theoretical model as representing a higher-order 
factor with the observed items originating from first-order factors that in turn arise from a 
second-order factor (Heide & John, 1992). Given the number of parameters to be estimated 
and sample-size constraints (Bentler & Chou, 1987) the measures were divided into seven 
subsets of the most theoretically related variables corresponding to one subset per 
construct.
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Therefore, the following sections report second order measurement models for resources, 
capabilities, competitive strategy, positional advantage, performance and entrepreneurial 
orientation. Only ambidextrous innovation strategy is a first order measurement model as it 
is implemented with the additive term of exploitation and exploration (Lubatkin et al., 
2006). Furthermore, each measurement model was further examined by assessing the 
unidimensionality, reliability, convergent validity, and discriminant validity.
Modelling Ambidextrous Innovation Strategy
Consistent with Floyd and Lane’s (2000) assertion that explorative and exploitative 
innovation strategies are inseparable orientations, researchers have combined both 
measures to create a measure of ambidexterity. For example, Gibson and Birkinshaw 
(2004) as well as Menguc and colleagues (2007) measured ambidexterity with an 
interaction approach by multiplying exploitation and exploration, whereas He and Wong 
(2004), besides using the interaction approach, also subtracted exploitation from 
exploration and used an absolute difference score. As Edwards and Parry (1993) and 
Edwards (1993) pointed out, however, any time two or more measures are combined into a 
single index, enough information may be lost that the index cannot be accurately 
interpreted.
In the search for the most interpretable approach for combining exploration and 
exploitation measures, and following the procedures recommended by Edwards (1993) 
regarding the less significant loss of information, this author followed Lubatkin and 
colleagues’ (2006) suggestion of the additive measure for ambidexterity. These authors ran 
an unconstrained regression equation in which performance was the dependent variable 
and the orientations of exploration and exploitation were treated as separate independent
variables. Then, three constrained regression equations in which exploration and 
exploitation were combined into a single index, first by subtracting exploitation from 
exploration, second by multiplying both orientations, and third by summing the two. The 
additive model, proved to be superior to the subtraction and multiplication approaches of 
ambidexterity, as it indicated no significant loss of information. Moreover, the CFA 
analysis of ambidexterity conducted by these authors showed that the best fit indices 
corresponded to the model which summed all items.
Conversely, the multiplicative formulation to calculate ambidexterity carries two potential 
limitations in terms o f interdependence: First, it blurs the distinction between the 
magnitude and the symmetry between exploration and exploitation. For example, a firm’s 
score o f 4, might be interpreted as 4x1, but also as 2x2, in terms of exploration and 
exploitation. Second, it can be interpreted as an interaction term between exploration and 
exploitation, which is used to test the moderating effect of one variable over another (Kim 
& Hsieh, 2003). These reinforce the fact that the additive formulation has been used 
extensively to calculate the impact of magnitude of interdependence (Gundlach & Cadotte, 
1994).
Therefore, it is possible to conclude that in order to model ambidexterity as a combination 
of explorative and exploitative innovation strategies, in the present study an ambidextrous 
firm will be defined in terms of innovation strategy as the additive term of exploitation and 
exploration.
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7 . 4 . 2  S e c o n d  O r d e r  M e a s u r e m e n t  M o d e l : R e s o u r c e s
This research proposes a multidimensional resources construct supported by different 
authors (Hunt & Morgan, 1996; Morgan et al., 2004; Morgan et al., 2006) which according 
to Morgan and colleagues (2006) includes the following dimensions: reputational, financial 
and human resources.
The resources model to be tested, and schematically presented in Figure 7.2, postulates a 
priori a three factor structure. The dissection of its components is described as follows:
1. Responses to the resources construct could be explained by three first-order factors 
(Reputational, Financial, and Human) and one second-order factor (Resources).
2. Each item has a non-zero loading on the first-order factor it was designed to 
measure, and zero loadings on the other two first-order factors.
3. Error terms associated with each item are uncorrelated (eR Rl -  eR_H4).
4. Covariation among the three first-order factors is explained by their regression on 
the second-order factor.
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FIGURE 7.2 M easurem ent Model -  Resources
{ r e s _ R e p  j
e R _ R 1 /-  ►  brandN am e_aw
.89
(eR _ R 2 )— d is_ b ran d lm ag e  ^  
( e R_ K 3 >  ■ ► Q
R ep u ta tio n a l
.74
.48i r e s  Finan
f in R e s a v
.81
____   04
( e R _ F 2 )— -►  A c c e s s  to  cap ita l ^ ------1___
(eR _ F 3  
(eR _ F 4
R n an c ia l
s p e e d _ f in R e s .95
.76
s iz e J in R e s
R e so u rc e s
( re s _ h u m a n  ;
.49
know _exM kting
.81
  x  90
eR  H2 /  - ►  qual exM kting ^ —  -
-----------------------------  .94
e R r t f ) - ►  expe_exM kting  A "  93
Hum an
eR_H4 )—►  skills_exM kting
The CFA results o f the construct resources are shown in Table 7.13. Item loadings are 0.74 
and higher, and factor loadings display 0.48 and above. Also, all critical ratios are 
significant at 0.01 level of significance, hence meeting the criteria for convergent validity 
(Anderson & Gerbing, 1988).
Fit statistics suggest a good fit (TLI=0.97; GFI=0.93; CFI=0.98; NFI=0.95; 
RMSEA=0.076). In spite of a significant chi-square (^= 60.98; (0r=32; p<0.001), as 
might be expected given the sensitivity o f the test statistic to sample size (Bagozzi & Yi,
1988), all other diagnostics are supportive, such as the chi-square ratio {X2ld f=  1.90)
which is in line with the suggestion o f adequate fit for minimum discrepancy (.X2/d f< 2 )
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(Byrne, 1989). Indeed, MacCallum and colleagues (1996) have proven that the chi-square 
is unrealistic in most SEM empirical research. In a similar approach, Bagozzi and Foxall 
(1996) assert that researchers should not exclusively rely on the chi-square test as a 
measure of fit. Accordingly, the resources measurement model achieves unidimensionality.
The reliability assessment of the resources model is also reached, as Table 7.13 indicates 
the factor results of composite reliability: 0.94 for reputational; 0.95 for financial and 0.97 
for human; which are above Bagozzi and Y i’s (1988) cut off point of 0.7. In addition, AVE 
depicts higher values than 0.5 (Fomell & Larcker, 1981). In conclusion, the results 
obtained from the resources measurement model show the achievement of 
unidimensionality, convergent validity and reliability.
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TABLE 7.13 CFA R esu lts- M easurem ent Model of Resources
EA*'
( E ( | s e .) L A .! + (E s e .)
<9C brandName_aw 0 .8 9 a . . .
sD dis_ brandlm age 0 .9 7 5.39*** 0.94 0.85 0.48 5.92***
0CC brandPer 0 .7 4 8.16***
finRes_av 0 .8 1 a
Fi
na
nc
ia
l
a c c e s s c a p
speed_finFtes
size_finRes
0 .8 4
0 .8 5
0 .7 6
6.35***
6.05***
7.44***
0.95 0.81 0.95 7.38***
know_ exMkting 0 .8 1 a . . .
H
um
an qual_ exMkting 
expe_ exMkting 
skills_ exMkting
0 .9 0
0 .9 4
0 .9 3
6.98***
5.23***
5.79***
0.97 0.90 0.49 5.28***
G oodness-of-F it Ind ices
X 2 (32) = 60.98 ; X 2 /df = 1.90; TLI = 0.97; GFi = 0.93; CFI =
p = 0.001
0.98; NFI = 0.95; RMSEA =  0.076
•••Significant at p<0.01 
a Fixed parameter
It follows from this procedure that the revised resources measurement model sustains the 
three factor structure developed a priori, as the three dimensions pursued have adequate 
measurement properties.
Therefore, employing the final set of items belonging to a particular dimension, composite 
measures for the lower level factors have been constructed by calculating the mean values 
of the factors confirmed. These composite measures are applied in further analyses related 
to hypotheses testing.
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7 . 4 . 3  S e c o n d  O r d e r  M e a s u r e m e n t  M o d e l : C a p a b i l i t i e s
The present investigation proposes a multidimensional capabilities construct with four 
dimensions: distribution (Zou et al., 2003), service (Choi & Hartley, 1996; Katsikeas et al., 
2004), pricing (Zou et al., 2003) and communication capabilities (Morgan et al.,2006; 
Morgan et al., 2003; Morgan & Hunt,1994).
As exhibited in Figure 7.3, the model to examine postulates a priori that capabilities is a 
four factor structure and the dissection of its constituent elements is presented as follows:
1. Responses to the capabilities construct could be explained by four first-order 
factors (Distribution, Service, Pricing and Communications) and one second-order 
factor (Capabilities).
2. Each item has a non-zero loading on the first-order factor it was designed to 
measure, and zero loadings on the other two first-order factors.
3. Error terms associated with each item are uncorrelated (eC D l -  eC_C4).
4. Covariation among the three first-order factors is explained by their regression on 
the second-order factor.
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FIGURE 7.3 Measurement Model -  Capabilities
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As depicted in Table 7.14 the CFA results of the construct capabilities include item 
loadings of 0.59 and above, besides factor loadings which display 0.64 as the minimum. In 
addition, all critical ratios are significant at 0.01 level of significance, thus meeting the 
criteria for convergent validity (Anderson & Gerbing, 1988)
Unidimensionality is also obtained by the capabilities measurement model based on the 
good fit values o f the fit statistics (TLI=0.95; GFI=0.91; CFI=0.96; NFI=0.91; 
RMSEA=0.070). In spite of the significant chi-square (A2=107.3; d f= 6 1; p<0.001), as
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might be expected given the sensitivity o f the test statistic to sample size (Bagozzi & Yi,
1988), all other diagnostics are supportive such as the chi-square ratio {X !d f= \l€ ) , which
is in line with the suggestion of adequate fit for minimum discrepancy (X2 ldf< 2) (Byrne,
1989).
Reliability assessment o f the capabilities construct is also achieved as both composite 
reliability and AVE are far beyond the cut off points of 0.70 (Bagozzi & Yi, 1988) and 0.5 
(Fomell & Larcker, 1981) respectively. In brief, the results obtained from the capabilities 
measurement model show the achievement of unidimensionality, convergent validity and 
reliability.
TABLE 7.14 CFA R esu lts- M easurement M odel o f Capabilities
m m
( iw ih ‘
( E X ) ’* ( £ s e .)
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n add_ value_dist 
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high_supp_dist 
dose work dist
0.83”
0.86
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Se
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e deliv_high_qual_afterSalesServ 
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C
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m
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info_doBus_expMkt 
num cust
0.77”
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8.15***
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Goodness-of-Fit Indices
X 2 (61) =107.31 ; X 2/df = 1.76; TLI = 0.95; GFI = 0.91; CFI = 0.96; NFI = 0.91; RMSEA
p  = 0 .0 0 1
= 0.070
•••Significant at p<0.01 
Fixed parameter
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It can be concluded from this procedure that the four capabilities dimensions have 
adequate measurement properties. As a result, the revised capabilities measurement model 
confirms the four factor structure developed a priori. Consequently, utilising the final set of 
items representing a particular dimension, composite measures for the lower level factors 
have been constructed by calculating the mean score of the factors confirmed. These 
composite measures are used in further analyses pertaining to hypotheses testing.
7 . 4 .4  S e c o n d  O r d e r  M e a s u r e m e n t  M o d e l : C o m p e t it i v e  
S t r a t e g y
The present research proposes a multidimensional competitive strategy construct which, 
according to different authors, includes delivery differentiation (Cavusgil & Zou, 1994; Li 
& Lee, 1994; Morgan et al., 2004; Ray & Jewkes, 2004; Roth & Morrison, 1992; So & 
Song, 1998; Stalk & Hout, 1990), marketing differentiation (Aulakh et al., 2000; Morgan 
et al., 2004; Spanos & Lioukas, 2001) and cost leadership (Aulakh et al., 2000; Styles & 
Ambler, 1994).
The model to be tested postulates a priori that competitive strategy is a three factor 
structure. The components of the model are illustrated in Figure 7.4 and explained as 
follows:
1. Responses to the competitive strategy construct could be explained by three first- 
order factors (Delivery Diff, Mkting Diff and Cost Leadership) and one second- 
order factor (CompStrat).
2. Each item has a non-zero loading on the first-order factor it was designed to 
measure, and zero loadings on the other two first-order factors.
3. Error terms associated with each item are uncorrelated (eCS DDl -  eCS_CL3).
4. Covariation among the three first-order factors is explained by their regression on 
the second-order factor.
res_del_diff )
(^eCS_DD1 J guarantee_deliv_times .79
.93
.63
.85
'v res_mkting_diff ;
( eCS_MD1 .82
.74.62 CompStrat JI eCS_fvD2 }------►
.77
!y eCS_MD3 t------
.68
(res_cost_ lead  j
( eCS_CLl low _prov_EV IVkt .69
"Y Cost 'V{ I
Leadershipy.83
( eCS CL2
.43
eCS_CL3
inv_mktingComm_aw are
dev_new EVProd
off_quick_deliv
control_EV_sell_prom_expense
EV_cust_low_price
achieve_quick_deliv
off high_diff_EV FVod
FIGURE 7.4 Measurement Model — Competitive Strategy
The CFA results of the construct competitive strategy are exhibited in Table 7.15. The 
values o f item and factor loadings are 0.6 and above. Additionally, after examining critical 
ratios, all are significant at 0.01 level of significance, and therefore the criteria for 
convergent validity is reached (Anderson & Gerbing, 1988).
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The fit statistics present evidence of good fit (TLI=0.95; GFI=0.95; CFI=0.97; NFI=0.94; 
RMSEA=0.076). Given the relatively large sample, the significant X2 is not surprising 
(X2=31.76; df =17; p<0.016); nevertheless, all other diagnostics are supportive. 
Furthermore, chi-square ratio (X 2/df=1.87) meets the criteria of adequate fit for minimum 
discrepancy (X2/df<2) (Byrne, 1989). In this regard, unidimensionality is achieved.
Reliability assessment of the competitive strategy construct is confirmed by analysing the 
values of composite reliability and AVE which are above the cut off points of 0.70 
(Bagozzi & Yi, 1988) and 0.5 (Fornell & Larcker, 1981) respectively. In sum, the results 
obtained from the competitive strategy measurement model show the achievement of 
unidimensionality, convergent validity and reliability.
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TABLE 7.15 CFA R esults- M easurem ent Model of Competitive Strategy
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It is therefore possible to conclude that the three current competitive strategy dimensions 
have adequate measurement properties. Accordingly, this procedure of revising the 
competitive strategy measurement model corroborates the three factor structure developed 
a priori. Moreover, using the last set o f items belonging to a particular dimension, 
composite measures for the lower level factors have been built with the mean values of the 
factors confirmed. These composite measures are implemented to a greater extent in 
analyses related to hypotheses testing.
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7 . 4 .S  S e c o n d  O r d e r  M e a s u r e m e n t  m o d e l : P o s i t i o n a l  
A d v a n t a g e
This research proposes a multidimensional positional advantage construct, which 
according to different authors includes cost, marketing product (Morgan et al., 2004) and 
promotion (Morgan et al., 2006).
The model to prove postulates a priori that positional advantage is a three factor structure,
as detailed in Figure 7.5 and described as follows:
1. Responses to the positional advantage construct could be explained by three first- 
order factors (Cost, Promotion and Marketing Product) and one second-order factor 
(PositionalAdv).
2. Each item has a non-zero loading on the first-order factor it was designed to
measure, and zero loadings on the other two first-order factors.
3. Error terms associated with each item are uncorrelated (ePA Cl -  ePA_MP3).
4. Covariation among the three first-order factors is explained by their regression on 
the second-order factor.
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FIGURE 7.5 Measurement Model -  Positional Advantage
(eR A _ C l\
'ePA_C2)
ePA C3
ePA C4
vePA_P1/
( ePA_P2
(elPA P3)-- V
( ePA_MP1
^PA_MP2^>>^
ePA MP3 V
unit_prod_cost
cost_goods
actual_sell_price
pay_credit_terms
share mind
brand_per
brand_image
prod_av
ch deli
prod_des_style
.84 
89 
•89 
.74
i res cost ;
V . ~ v '
I
Cost j
\  -76
res_promotion \
<
.96
.98
▼
.85
Promotion y
78
FbsitionalAdv )y
.97
( res mktinq prod )
.go ^
.94 'S' Marketing
^  V Product
/
y
.74
The CFA results of positional advantage construct show item and factor loadings of 0.74 
and above, see Table 7.16. Besides, all critical ratios are significant at 0.01 level of 
significance; consequently, reaching the criteria for convergent validity (Anderson & 
Gerbing, 1988).
Moreover, despite the fact that the overall X 2 statistic for the measurement model is 
significant (X 2=65.53; d f= 32; p<0.001), as might be expected from the sensitivity o f this 
test statistic to sample size (Bagozzi & Yi, 1988), the other fit indices (TLI=0.97;
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IGFI=0.92; CFI-0.98; NFI-0.96; RMSEA=0.082; jG /cff =\.99) suggest that the model 
provides a good fit to the data achieving unidimensionality.
Regarding the reliability assessment, both composite reliability and AVE are far beyond 
the cut off points, which are 0.70 (Bagozzi & Yi, 1988) and 0.5 (Fornell & Larcker, 1981) 
respectively. In summary, the results obtained from the positional advantage measurement 
model show the achievement o f unidimensionality, convergent validity and reliability.
TABLE 7.16 CFA Results- Measurement Model of Positional Advantage
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It can be concluded that the three positional advantage dimensions exhibit adequate 
measurement properties. It follows from this procedure that the revised positional 
advantage measurement model supports the three factor structure developed a priori. 
Hence, utilising the final set of items falling into the domain of a particular skill 
dimension, composite measures for the lower level factors have been constructed by
fc,
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calculating the mean scores o f the factors confirmed. These composite measures are 
employed in subsequent analyses o f hypotheses testing.
7 .4 .6  S e c o n d  O r d e r  M e a s u r e m e n t  m o d e l : p e r f o r m a n c e
The current investigation proposes a multidimensional performance construct, which 
according to different authors includes effectiveness, efficiency (Vorhies & Morgan, 2003; 
Walker & Ruekert, 1987) and adaptability (Walker & Ruekert, 1987).
The model to be tested postulates a priori that performance is a three factor structure. The 
components of the performance model are delineated in Figure 7.6 and explained as 
follows:
1. Responses to the performance construct could be explained by three first-order 
factors (Efficiency, Adaptiveness and Effectiveness) and one second-order factor 
(Performance).
2. Each item has a non-zero loading on the first-order factor it was designed to 
measure, and zero loadings on the other two first-order factors.
3. Error terms associated with each item are uncorrelated (eP Effil -  eP_Effe2).
4. Covariation among the three first-order factors is explained by their regression on 
the second-order factor.
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FIGURE 7.6 Measurement Model -  Performance
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The CFA results reported in Table 1 A l  indicate that the performance measurement model 
represents an excellent fit to the data. Item and factor loadings are 0.69 and higher, all 
critical ratios are significant at a probability level o f 0.01, hence the criteria for convergent 
validity is implied (Anderson & Gerbing, 1988).
Furthermore, the chi-square statistic for the model is non-significant (X2= 32.017; df=24; 
p<0.127) and the other diagnostics (TLI=0.99; GFI=0.96; CFI=0.99; NFI=0.97; 
RMSEA=0.046) are strongly positive. Subsequently, the Xrlcffratio meets the criteria of
adequate fit for minimum discrepancy {AG/cff =1.33) (Byme, 1989). Therefore, 
unidimensionality is achieved.
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Regarding the reliability assessment, both composite reliability and AVE are far beyond 
the cut off points, which are 0.70 (Bagozzi & Yi, 1988) and 0.5 (Fornell & Larcker, 1981) 
respectively. In brief, the results obtained from the performance measurement model show 
the achievement of unidimensionality, convergent validity and reliability.
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It follows from this procedure that the revised performance measurement model affirms the 
three factor structure developed a priori, as the three dimensions pursued have adequate 
measurement properties.
According to this perspective, employing the final set of items belonging to a particular 
dimension, composite measures for the lower level factors have been constructed by 
calculating the mean values of the factors confirmed. These composite measures are 
applied in further analyses related to hypotheses testing.
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7 .4 .7  S e c o n d  O r d e r  M e a s u r e m e n t  M o d e l : E n t r e p r e n e u r i a l  
O r i e n t a t i o n
The current investigation proposes a multidimensional entrepreneurial orientation 
construct, which according to different authors includes autonomy (Hornsby et al., 2002), 
proactiveness and riskiness (Morgan & Strong, 2003).
The model to be tested postulates a priori that entrepreneurial orientation is a three factor 
structure. The components o f the entrepreneurial orientation model are delineated in Figure
7.7 and explained as follows:
1. Responses to the entrepreneurial orientation construct could be explained by three 
first-order factors (Autonomy, Riskiness and Proactiveness) and one second-order 
factor (EntrepreOrient).
2. Each item has a non-zero loading on the first-order factor it was designed to 
measure, and zero loadings on the other two first-order factors.
3. Error terms associated with each item are uncorrelated (eEO A l -  eEO_P2).
4. Covariation among the three first-order factors is explained by their regression on 
the second-order factor.
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FIGURE 7.7 Measurement Model -  Entrepreneurial Orientation
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The CFA results of the entrepreneurial orientation construct that appear in Table 7.18 show 
that all item loadings display values of 0.48 and above, whereas factor loadings are 0.69 
and higher. In addition, all critical ratios are significant at 0.01 level o f significance, 
reaching the criteria for convergent validity (Anderson & Gerbing, 1988).
Even though the chi-square was significant (X 2^  28.81; d f= \ l \  p<0.036), as might be
expected given the sensitivity o f the test statistic to sample size (Bagozzi & Yi, 1988), the 
fit statistics suggest the proposed measurement model achieved a good fit (TLI=0.96; 
GFI=0.96; CFI=0.97; NFI=0.94; RMSEA=0.067; X l d f  =1.7). Because of this,
unidimensionality is achieved.
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Reliability assessment is confirmed with the values of composite reliability and AVE 
above their limit values of 0.70 (Bagozzi & Yi, 1988) and 0.5 (Fornell & Larcker, 1981) 
respectively. In conclusion, the results obtained from the entrepreneurial orientation 
measurement model show the achievement o f unidimensionality, convergent validity and 
reliability.
TABLE 7.18 CFA Results- Measurement Model of Entrepreneurial
Orientation
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It comes as a logical consequence from this procedure that the revised entrepreneurial 
orientation measurement model sustains the three factor structure developed a priori, as the 
three dimensions pursued have adequate measurement properties.
According to this perspective, employing the final set of items belonging to a particular 
dimension, composite measures for the lower level factors have been constructed by
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calculating the mean values of the factors confirmed. These composite measures are 
applied in further analyses related to hypotheses testing.
7 .4 .8  F i r s t  O r d e r  M e a s u r e m e n t  m o d e l : A m b i d e x t r o u s  
In n o v a t i o n  S t r a t e g y
This model postulates a priori that ambidextrous innovation strategy is a two factor 
structure composed of exploitative and explorative strategies (Atuahene-Gima & Murray, 
2007; Birkinshaw & Gibson, 2004; Gibson & Birkinshaw, 2004; Gupta et al., 2006; He & 
Wong, 2004; Jansen et al., 2005; Lubatkin et al., 2006). Before testing the ambidextrous 
innovation strategy model, shown in Figure 7.8, it is useful to dissect the model into its 
component parts as follows:
1. There are two ambidextrous innovation factors, as indicated by the two ellipses 
labelled Exploitative and Explorative.
2. The two factors are intercorrelated, as indicated by two-headed arrows.
3. There are six observed variables, as indicated by the six rectangles (e.g. 
improve_yield_reduce_mat_cons -  enter new tech fields); they represent items 
from the Exploitative and Explorative subscales of the ambidextrous innovation 
construct.
4. The observed variables load on the factors in the following pattern: 
improve_yield_reduce_mat_cons, improve_prod_felx, improve_prod_qual load on 
Factor 1 (Exploitative); and new_gen__prod, extend_prod_range, 
enter new tech fields load on Factor 2 (Explorative).
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5. Each observed variable loads on one and only one factor.
6. Errors of measurement associated with each observed variable (el Exploil -  
eI_Explor3) are uncorrelated.
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FIGURE 7.8 Measurement Model — Innovation
The CFA results of the ambidextrous innovation construct are shown in Table 7.19. All 
item loadings display values of 0.73 and above. Further, all critical ratios are significant at 
0.01 level of significance, thus meeting the criteria for convergent validity (Anderson & 
Gerbing, 1988).
The fit indices suggest the proposed measurement model achieved a good fit (TLI-0.96; 
GFI=0.96; CFI=0.98; NFI=0.97; RMSEA=0.079; ^ /d f^ l.1 7 ) . The chi-square was
significant (A^= 20.331; p<0.009), as might be expected given the sensitivity of the
test statistic to sample size (Bagozzi & Yi, 1988). Consequently, unidimensionality is 
achieved.
Reliability assessment is confirmed as both composite reliability and average AVE are far 
beyond the cut o ff points, which are 0.70 (Bagozzi & Yi, 1988) and 0.5 (Fomell & 
Larcker, 1981) respectively. In conclusion, the results obtained from the innovation 
measurement model show the achievement o f  unidimensionality, convergent validity and 
reliability.
TABLE 7.19 CFA Results- Measurement Model of Innovation
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It can be concluded from this procedure that the revised innovation measurement model 
confirms the two factor structure developed a priori, as the two dimensions have adequate 
measurement properties. Therefore, using the final set o f  items belonging to a particular 
innovation dimension, composite measures for the lower level factors have been 
constructed by calculating the mean scores o f  the factors confirmed. These composite 
measures are employed in subsequent analyses o f  hypotheses testing.
7 .1 .1  D i s c r i m i n a n t  V a l i d i t y  T e s t
After unidimensionality and convergent validity were achieved in the preceding CFA 
procedures, the next step is to ascertain the discriminant validity o f  the measures (Bagozzi 
& Phillips, 1982). Even though the measurement model results and theory suggest a 
complex factor structure for resources, capabilities, competitive strategy, positional 
advantage, performance, ambidextrous innovation strategy and entrepreneurial orientation; 
it is in this study’s best interest to examine whether the lower-level constituents o f  the 
seven constructs provide evidence o f  discriminant validity.
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Although discriminant validity can be tested in various ways (Anderson & Gerbing, 1988; 
Fomell & Larcker, 1981), this study uses Fomell and Larcker’s (1981) AVE test to test 
discriminant validity. Therefore, it is suggested that discriminant validity exists if  the items 
share more common variance with their respective construct than any variance that 
construct shares with other constructs. Therefore the AVE for a construct should be higher 
than the squared correlation (R ) between that construct and all other constructs 
(Koufteros, 1999). Table 7.20 demonstrates the results o f  comparing the square root o f  
AVE with the correlation between constructs, which shows evidence that discriminant 
validity is approved. In summary, this author can confidently claim that all the construct 
components incorporated in the conceptual model are distinct.
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TABLE 7.20 Correlation Matrix
Correlation of Latent Variables and sqrt(AVE)
Latent V ar X, xa x , x4 x s x* x 7 x . x . X,0 X,i Xu Xu Xi4 x « Xu Xu x „
Reputational (X,) 0.872
Financial (X2) 0.456 0.815
Human (Xj) 0.238 0.469 0.896
Distribution (X4) 0.420 0.320 0.290 0.808
Communication (Xs) 0.380 0.570 0.420 0.371 0.901
Service (X6) 0.290 0.480 0.360 0.617 0.531 0.852
Pricing (X7) 0.380 0.650 0.480 0.583 0.491 0.702 0.796
Delivery Differentiation (X8) 0.240 0.390 0.190 0.360 0.410 0.550 0.390 0.911
Mkting Differentiation (X„) 0.430 0.650 0.430 0.370 0.730 0.670 0.600 0.633 0.740
Cost Leadership (X10) 0.130 0.240 0.080 0.120 0.250 0.210 0.280 0.518 0.436 0.792
Cost (X1t) 0.360 0.480 0.240 0.320 0.400 0.400 0.460 0.530 0.490 0.560 0.842
Promotion (X12) 0.500 0.560 0.260 0.310 0.520 0.540 0.530 0.510 0.620 0.360 0.595 0.933
Marketing Product (X13) 0.320 0.650 0.390 0.360 0.470 0.550 0.660 0.600 0.650 0.430 0.738 0.753 0.863
Efficiency (X14) 0.200 0.510 0.390 0.330 0.370 0.470 0.560 0.340 0.500 0.330 0.630 0.600 0.570 0.864
Adaptiveness (X1S) 0.220 0.500 0.280 0.340 0.410 0.500 0.540 0.430 0.590 0.440 0.540 0.580 0.560 0.716 0.787
Effectiveness (Xt6) 0.210 0.710 0.340 0.410 0.340 0.410 0.540 0.310 0.470 0.290 0.600 0.420 0.570 0.663 0.606 0.825
Autonomy(X,7) 0.080 0.300 0.140 0.250 0.150 0.210 0.210 0.380 0.630 0.510 0.350 0.710 0.350 0.430 0.610 0.740 0.737
Riskiness (X1t) 0.210 0.390 0.250 0.380 0.240 0.410 0.530 0.610 0.510 0.340 0.250 0.740 0.520 0.580 0.530 0.520 0.672 0.772
Proactiveness (X19) 0.060 0.310 0.190 0.240 0.330 0.450 0.250 0.230 0.450 0.540 0.710 0.500 0.460 0.540 0.550 0.650 0.460 0.557
Exploitative (X^) 0.100 0.260 0.030 0.210 0.190 0.220 0.250 0.430 0.390 0.430 0.740 0.650 0.410 0.290 0.400 0.310 0.270 0.590
Explorative(X21) 0.200 0.390 0.270 0.190 0.400 0.310 0.240 0.470 0.220 0.610 0.610 0.210 0.510 0.340 0.480 0.360 0.250 0.330 0.841
Note: * Bold diagonal elements are the square root of AVE. Off diagonal elements are the correlations at the dimensional level.
* AVE for a construct should be higher than the squared correlation ( R2) between that construct and all other constructs.
7 .5  C o n c l u d i n g  C o m m e n t s
This chapter has presented the procedure followed in scale construction and validation as 
regards each o f the seven latent constructs: resources, capabilities, competitive strategy, 
positional advantage, performance, ambidextrous innovation strategy and entrepreneurial 
orientation. The procedure started with data preparation and screening including: the 
treatment o f  missing data, detection o f  outliers, multicollinearity and normality. 
Additionally, item and scale purification was assessed on the basis o f item analyses using 
principal components in each construct.
Moreover, the seven latent constructs were validated by CFA reaching the criteria o f  
unidimensionality and convergent validity. Significant item loadings, critical ratios and 
chi-squares, in addition to fit statistics indices suggested good fit. Composite reliability and 
AVE tests documented that all constructs employed in the study have adequate 
measurement properties. Consequently, composite measures have been constructed to 
represent these factor scales in all statistical analyses conducted for the purpose of 
hypotheses testing. The findings o f  these tests are presented and discussed in the next 
chapter.
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CH A PTER  8  
A n a l y s i s  a n d  r e s u l t s :  S t r u c t u r a l  
M o d e l
8 .1  In t r o d u c t i o n
Having satisfied all the measurement requirements, the present chapter turns to assessing 
the path model previously exhibited in the theoretical framework (Figure 3.1) employing 
AMOS with ML estimation. The causal process is depicted by a series o f structural 
equations and the hypothesised model is tested in a single step to establish its consistency 
with the data. To reduce the model complexity and ensure over five observations per 
estimated parameter, thereby rendering the findings more practical (Dhanaraj & Beamish, 
2003; Li & Calantone, 1998), a parsimonious representation o f the constructs was adopted. 
To this end, the results are presented and discussed in the framework o f  the twelve 
hypotheses developed, to state the expected relationships among the principal model 
variables.
8 .2  M o d e l l i n g  P r o c e d u r e
Models involving a large number o f  constructs and measures with finite observations may 
inevitably risk violating the 5:1 ratio o f  observations to estimated parameters (see Section
4.9.2 for discussion). One way o f dealing with this situation is to split the overall 
conceptual model into smaller groups o f  related sets o f  variables. However, this approach 
is not ideal if  the breakdown cannot be achieved logically and does not lend itself naturally 
to structural path modelling.
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Another way o f  upholding the 5:1 ratio that does not involve splitting the full measurement 
model implies adopting a parsimonious estimation procedure (Bentler, 1995; Bollen, 
1989a; Kenny, 1979; Settoon et al., 1996; Settoon & Mossholder, 2002). This approach 
entails averaging the indicators for each scale in turn to form manifest composites. The 
emphasis placed on parsimony in the SEM literature generally is seen to be in accord with 
the philosophy o f science (Morgan & Hunt, 1994). Importantly, one can observe in the 
strategic management as well as in the international marketing literature, the development 
of parsimonious models drawing on the resource-based view (Dhanaraj & Beamish, 2003; 
Peteraf, 1993).
The present study contains seven main constructs, nineteen sub-constructs and 260 
observations. In order to attain the 5 to 1 ratio o f  observations to estimated parameters for 
reliable parameter estimates, the parsimonious approach has been adopted to estimate the 
structural model for this investigation.
The parsimonious approach entails averaging the indicators for each construct to form 
manifest composites. By conducting such a procedure, the first-order construct is 
represented by one single indicator and the second order constructs are treated in the model 
as being first-order with composites o f their dimensions (Morgan et al., 2004). Following 
such a procedure, ambidextrous innovation strategy, which is a first order construct, shows 
a path from the latent variable (AmbidextrousInnStrat) to the composite (Al). This path is 
set at the square root o f  the original scale’s alpha coefficient and the manifest indicator’s 
error term is set at one minus the relevant alpha value (Williams & Hazer, 1986). As 
explained in section 7.4.1, A l is a combined additive measure o f  exploitation and 
exploration for ambidexterity (Lubatkin et al., 2006). The second-order concepts
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(resources, capabilities, competitive strategy, positional advantage, performance and EO) 
were presented in the model by composites o f  their dimensions.
In addition, in modelling higher order constructs, it is crucial to check visually if  the 
additional level satisfies the t-rule o f  identification, e.g. the number o f  data variances and 
co-variances equals or exceeds the number o f  parameters to be estimated (Byrne, 2001). 
This author checked through each construct and any structure requiring an additional 
constraint.
8 .3  S t r u c t u r a l  M o d e l  E v a l u a t i o n
This section explores the hypothesised relationships between INV performance and the 
other latent variables. The structural model is presented in Figure 8.1 and the error terms 
associated with observed and latent variables are omitted for clarity.
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EntrepreOrient
Before discussing the results o f  the individual hypotheses, it is pertinent to consider the 
overall fit o f the structural model to validate the whole set o f  causal relationships (Hair et 
aL, 2006). Standardized parameter estimates, t-values, and significance levels for the 
structural paths are shown in Table 8 . 1 . Overall, the fit statistics for the structural model 
(TLI=0.91; CFI=0.92; IFI=0.92 RM SEA=0.07) suggest satisfactory fit to the data. The 
incremental fit measures, CFI, TLI and IFI exceeded the traditional cut-off value 0.90. 
Additionally, RMSEA is suitably lower than the adequate fit limit 0.08 (Arbuckle, 2003; 
Kline, 2005). Given the relatively large sample, the significant chi-square is not surprising 
(3^=248.78; ^ = 1 4 0 ;  p<0.001); nevertheless, all other diagnostics are supportive. The chi-
square degrees o f freedom ratio are acceptably low {X 2! ( 0 = \ . l l )  to also exhibit adequate 
model fit.
TABLE 8.1 Hypotheses Test of the Structural Model
h9 EntreprenOrient --> Resources 0.55 (+) 4 .54*** Supported
H10 EntreprenOrient ~> Capabilities CO6 2 .66** Supported
H1 Resources ~> Capabilities 0.63 (+) 4 .62*** Supported
h4 Resources ~> CompStrat 0.46 (+) 2.42* Supported
h5 Capabilities ->  CompStrat 0.04 (-) 0.22 Not Supported
H6 CompStrat --> PositionalAdv 0.57 (+) 4 .28*** Supported
h12 PositionalAdv --> Performance 0.5 (+) 4 .41*** Supported
h2 Resources --> PositionalAdv 0.25 (+) 1.55 Not Supported
h3 Capabilities ->  PositionalAdv 0.67 (+) 2 .37* Supported
Hu EntreprenOrient ~> Performance 0.46 (+) 3 .67*** Supported
h7 EntreprenOrient --> Innovation 0.89 (+) 6.03*** Supported
h8 Innovation ~> CompStrat 0.65 (+) 4 .28*** Supported
Goodness-of-Fit Indices
X 2 (140) =248.78 ; X '  /d f = 1.77;
RMSEA
TLI = 0.91; CFI 
= 0.07
= 0.92; IFI = 0.92;
***Significant atp<0.001 (t > ± 3.29) 
**Significant at p<0.01 (t > ± 2.57) 
^Significant at p<0.05 (t > ± 1.96)
8 .4  H y p o t h e s e s  T e s t i n g  R e s u l t s  a n d  D i s c u s s i o n
Turning to the evaluation o f  the hypothesised paths postulated in the structural model, this 
section provides an insight into each hypothesised relationship with the structural path 
estimate. The empirical assessment o f  key relationships predicted in the theoretical model 
(Figure 3.1) indicates support for ten o f  the twelve relationships examined (Table 8 . 1 ).
The discussion o f  the hypotheses results is organized by groups o f  constructs, starting with 
the link of resources and capabilities to positional advantage (H i, H 2 and H 3) and the 
indirect effect o f competitive strategy (H4, H 5 and H6 ). The following group o f  hypotheses 
(H7, and H8) analyse the connection between entrepreneurial orientation, ambidextrous 
innovation strategy and competitive strategy. Furthermore, the empirical assessment 
indicates that entrepreneurial orientation is directly related with resources and capabilities 
(H9, and H10). The last group o f  hypotheses (H u , and H12) is centred on how positional 
advantage and entrepreneurial orientation affect INV’s performance.
8 .4 .1  H y p o t h e s e s  o n  R e s o u r c e s ,  C a p a b i l i t i e s  C o m p e t i t iv e  
S t r a t e g y  a n d  p o s i t i o n a l  A d v a n t a g e
The present section provides an insight into Hypotheses Hi, H2, H3, H4, H5 and H 6 . This 
group o f hypotheses focuses on the relationship between resources, capabilities, 
competitive strategy and the positional advantage o f INVs as shown in Figure 8.2.
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FIGURE 8.2 Hypotheses on Resources, Capabilities, Competitive Strategy and
Positional Advantage
Positional
Advantage
Competitive
Strategy
(^Ca^bilities^
The acceptance o f  Hi (P=0.63, t=4.62, p<0 .0 0 1 ) verifies the theory that key resources 
engender more distribution, service, communication and pricing capabilities (see Table 
8.2). This finding is consistent with the RBV literature which shows resources as inputs to 
the complementary capabilities. Therefore, available resources are combined and 
transformed into capabilities to create value offerings, which in turn have an indirect effect 
on positional advantage (Oliver, 1997; Teece et al., 1997).
While the present research reveals that capabilities are directly connected with positional 
advantage supported with H3 (P=0.67, t=2.37, p<0.05), interestingly, the data o f this 
investigation do not support the predicted relationship among resources and positional 
advantage H2 (p=0.25, t=1.55, p<0.05). This shows that the distinction between the firm’s 
resource endowments and the capabilities with which it develops, have different paths to 
positional advantage. When resources are transformed into distinct combinations or
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composites to conform capabilities (Huges & Morgan, 2007; Madhavaram & Hunt, 2008), 
they are directly linked with positional advantage. This proves Penrose’s (1959:25) 
assertion that “...it is never resou rces them selves that are  ‘in p u ts’ in the production  
process, but only the serv ices that resou rces can render. The serv ices y ie ld e d  by  resources 
are a function o f  the w ay in which they a re  u sed-exactly  the sam e resource when used fo r  
different purposes or in d ifferent w ays a n d  in a com bination with different types or  
mounts o f  other resources p ro v id es  a d ifferent se rv ic e  o r  se t o f  se rv ices”.
Further, these findings confirm that the RBV is an approach to firm performance (Amit & 
Schoemaker, 1993; Helfat & Peteraf, 2003; Peteraf, 1993; Zahra, 2006) which, in recent 
theoretical contributions distinguishes between capabilities and other types o f resources 
available to the firm (Makadok, 2001; Teece et al., 1997). Indeed, capabilities are the 
organizational processes by which available resources are developed, combined, and 
transformed into value offerings for the international venture market (Day, 1994). Firms 
sustain an advantage if  rivals are unable to acquire and deploy a similar or substitute mix 
of capabilities (Dierickx & Cool, 1989; Kor & Mahoney, 2005; Mahoney & Pandian, 
1992; Zou et al., 2003). Thus, the premise that INV’s capabilities enhance INV’s 
positional advantage and leads to better IN V ’s performance is proved.
The results in Table 8 . 2  also show that in line with H4  (p=0.46, t=2.42, p<0.05) and H& 
0 =0 .5 7 , t=4.28, p<0 .0 0 1 ) resources exert a positive influence on competitive strategy, 
which in turn has a positive impact on positional advantage. The findings o f  H4  and H6  are 
not surprising, and even supported by the performance literature (Hunt, 2000b; Mudambi 
& Zahra, 2007).
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\ Regarding the link among capabilities and competitive strategy, H 5 ((3=0.04, t=0.22,
I
I p<0.01) is not supported. This shows that the relationship between an INV’s capabilities
j and competitive strategy is not substantive. In the strategy and international marketing
I
|  literature very limited studies review this path, as most o f the research does not
f
differentiate between resources and capabilities (Bharadwaj et al., 1993; Hunt & Morgan, 
|  1995). One exception is in Morgan and colleagues (2004) who suggest a positive relation 
I between capabilities and competitive strategy; however, with a value o f 0.28, the
I
I standardised coefficient they obtained is not as strong as their other loadings.
TABLE 8.2 Summarised Results for Hypotheses on Resources, Capabilities, 
Competitive Strategy and Positional Advantage
Hi Resources --> Capabilities 0.63 (+) 4 .62*** Supported
h2 Resources --> PositionalAdv 0.25 (+) 1.55 Not Supported
h3 Capabilities ~> PositionalAdv 0.67 (+) 2 .37* Supported
h4 Resources --> Competitive Strategy 0.46 (+) 2.42* Supported
h5 Capabilities ~> Competitive Strategy 0.04 (-) 0.22 Not Supported
h6 Competitive Strategy ->  PositionalAdv 0.57 (+) 4 .28*** Supported
• • ‘ Significant at p<0.001 (t > ± 3.29) 
••Significant at p<0.01 (t > ± 2.57) 
•Significant at p<0.05 (t > ± 1.96)
The result o f the data regarding the path followed by resources and capabilities to 
positional advantage is an interesting empirical finding for the strategy and international 
marketing literature. The findings indicate that resources p e r  se  are not as strategically 
important as what the firm does with these resources (Ketchen et al., 2007; Zahra et al., 
2003), and therefore, resources are indirectly linked to positional advantage either through 
competitive strategy or through capabilities.
386
Consequently, competitive strategy presents an indirect effect on the relationships between 
the INV’s available resources and its positional advantage. Thus, the theoretical model 
posits that both the strategic choices about how the INV will compete for target customers 
and the capabilities to be deployed in the international market link those resources and the 
positional advantages achieved by the INV (Conner, 1991; Grant, 1991, 1996).
8 . 4 . 2  H y p o t h e s e s  o n  E n t r e p r e n e u r i a l  O r i e n t a t i o n ,
A m b i d e x t r o u s  In n o v a t i o n  S t r a t e g y  a n d  C o m p e t i t i v e  
S t r a t e g y
With reference to the associations o f entrepreneurial orientation, ambidextrous innovation 
strategy and competitive strategy o f INVs, hypotheses H7 and Hg were developed, as 
detailed in Figure 8.3.
FIGURE 8.3 Hypotheses on Entrepreneurial Orientation, Ambidextrous 
Innovation Strategy and Competitive Strategy
Entrepreneurial 
^Orientation  ^
Competitive
Strategy
Ambidextrous 
Innovation 
V. S tra te g y ^
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The results suggest that, in line with H7 ([5=0.79, t=6.03, p<0.001), entrepreneurial 
orientation exerts a positive influence on the ambidextrous innovation strategy o f  INVs, as 
exhibited in Table 8.3. Indeed, the results o f  this study support the recent strategy and 
related marketing literature, as they suggest that entrepreneurial orientation is an important 
antecedent to improve the balance to shape effective exploration and exploitation 
innovation strategies over small technological firms (Cegarra-Navarro & Dewhurst, 2007; 
He & Wong, 2004). In this regard, it is important to encourage INVs to seek for a balance 
between proactive and internal, as well as reactive and external innovation strategy.
Likewise, support for Hg ((5=0.65, t=4.28, p<0.001), affirms the assertion that competitive 
strategy is strengthed by ambidextrous innovation strategy. There is consensus in the 
literature about the need to manage explorative and exploitative innovation simultaneously 
in a continuous perspective, beside a life cycle perspective, (Winter & Szulanski, 2001) in 
order to influence performance (He & Wong, 2004). Accordingly, an ambidextrous 
innovation strategy by balancing exploration and exploitation is critical to gain competitive 
advantage (Brown & Eisenhardt, 1998; Levinthal & March, 1993; Nonaka & Toyama, 
2002; O'Reilly & Tushman, 2004) which affects INVs performance (Jae-Hyeon et al., 
2006; Lubatkin et al., 2006).
TABLE 8.3 Summarised Results for Entrepreneurial Orientation, 
Ambidextrous Innovation Strategy and Competitive Strategy
H7 Entrepreneurial Orientation ->  Ambidextrous Innovation Strategy 0.79 (+) 6.03*** Supported
h8 Ambidextrous Innovation Strategy --> Competitive Strategy 0.65 (+) 4.28*** Supported
’ ♦‘ Significant at p<0.001 (t > * 3.29)
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Moreover, the evidence o f  these findings extends the understanding o f ambidexterity by 
examining the pivotal role o f entrepreneurial orientation over INVs. In doing so, the 
findings not only suggest that it is essential to achieving an ambidextrous orientation in 
INVs, they also propose that the joint pursuit o f  a balance exploratory and exploitative 
orientation affects competitive strategy as an approach to firm’s performance.
Encouraged by Lubatkin and colleagues (2006), the findings also demonstrate that an 
additive measure, modelled as the simple sum o f both exploitation and exploration, 
represents the most interpretable measure, and the one that best fits the data.
8 .4 .3  H y p o t h e s e s  o n  E n t r e p r e n e u r i a l  O r i e n t a t i o n , R e s o u r c e s  
a n d  C a p a b i l i t i e s
The present section provides details o f the results o f  Hypotheses H9 and H 10 which concern 
the relationship between entrepreneurial orientation and two constructs: resources and 
capabilities of INVs, as shown in Figure 8.4.
FIGURE 8.4 Hypotheses on Entrepreneurial 
Orientation, Resources and Capabilities
Entrepreneurial 
^Orientation1 /
(^Capabilities^)
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|  The results exhibited in Table 8.4 suggest that, in line with H9 (P=0.55, t=4.54, p<0.001)
1'iadHio (P=0.3, t=2.663, p<0.01), entrepreneurial orientation exerts a positive influence on
*■>
|  both constructs: resources and capabilities o f  INVs. The empirical results o f  this study are
fi+
£ consistent with previous studies investigating entrepreneurial orientation as a potential
L
|  source of resources and capabilities (Jantunen et al., 2005; Wiklund & Shepherd, 2005a;
I Zahra & Covin, 1995).
\
i .
4?
)
{
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P
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h9 Entrepreneurial Orientation ~> Resources 0 .55  (+) 4.54*** Supported
Hfo Entrepreneurial Orientation --> Capabilities 0.3  (+) 2.66** Supported
‘•♦Significant at p<0.001 (t > ± 3.29)
“ Significant at p<0.01 (t > ± 2.57)
Therefore, the empirical findings o f  this study affirm that entrepreneurially oriented INVs 
recognize and create opportunities through their actions. In order to take advantage o f  
these opportunities, they have to respond effectively to consumers, competitors and 
distributors by transforming their asset base and reconfiguring their processes and 
Structures to achieve new valuable resource and capabilities combinations. Thus, the INVs’ 
ability to build new resources and capabilities is crucial for sustaining competitiveness in 
changing environments, such as the international market.
[ ABLE 8.4 Summarised Results for Hypotheses on Entrepreneurial 
Orientation, Resources and Capabilities
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8 .4 .4  H y p o t h e s e s  o n  E n t r e p r e n e u r i a l  O r i e n t a t i o n , P o s i t i o n a l  
A d v a n t a g e  a n d  P e r f o r m a n c e
The present section provides an insight into the last two hypotheses that lead to 
performance, Hu and H 12. The former concentrates on the association o f entrepreneurial 
orientation and performance o f INVs, while the latter centres on the relationship between 
positional advantage and performance o f INVs. See Figure 8.5.
Table 8.5 shows the results o f both hypotheses suggesting that the two final relationships 
examined for the purpose of this research were found to be significant positive 
associations. In line with Hu (f}=0.46, t=3.67, p<0.001) entrepreneurial orientation exerts a 
positive influence on performance o f INVs. Additionally, it is also evident from the
FIGURE 8.5 Hypotheses on Entrepreneurial Orientation, Positional Advantage
and Performance
Entrepreneurial 
.  O rientation  .
Positional
A dvantage
Perform ance
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findings that positional advantage was found to be in line with Hu ((3=0.46, t=3.67,
p<0.001).
TABLE 8.5 Summarised Results for Hypotheses on Entrepreneurial 
Orientation and Performance
H 11 Entrepreneurial Orientation --> Performance 0.46  (+) 3.67*** Supported
h 12 Positional Advantage ~> Performance 0.5  (+) 4.41*** Supported
**’ Significant at p<0.001 (t > ± 3.29)
This section sought to ascertain whether entrepreneurial orientation explains INVs’ 
performance. The acceptance o f  Hj i verifies the theory that entrepreneurial orientation 
carries valuable rewards in terms o f  business performance, where several studies have 
reported positive associations (Hughes et al., 2007; Hughes & Morgan, 2007; Wiklund, 
1999; Wiklund & Shepherd, 2003, 2005a; Zahra, 1991; Zahra & Covin, 1995). On this 
basis, we conclude that entrepreneurial orientation can be beneficial for a firm’s 
performance.
Results also support the claim that positional advantage is a strong predictor o f  INV 
performance. This finding is in keeping with Henard and Symanzki (2001), Carbonell and 
Rodriguez (2006), as well as Morgan and colleagues (2004), who identified positional 
advantage as the most important driver o f  performance, because o f the relative superiority 
o f  a venture’s value offering as a determinant on target customers’ buying behaviour. On 
this basis, there is no doubt that the hypotheses (Hu and H 12) are theoretically substantive.
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8 . 5  C o n c l u d i n g  C o m m e n t s
This chapter has provided an account of the results pertaining to the testing of the 
hypotheses advanced in Chapter Three. To this end, twelve hypotheses were tested using 
structural equation modelling and the fit indices showed good fit to the data. The relevant 
results were presented and discussed in detail suggesting that ten hypotheses were 
supported and two rejected.
Drawing upon the evidence reported here, Chapter Nine will attempt to extract a number 
of general conclusions delineating the importance of this study and its contribution to 
existing knowledge. The implications of the empirical findings for INV practitioners will 
also be examined. Moreover, the limitations associated with the different stages of the 
study will be considered, in combination with important directions for future research in 
this area.
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C H A P T E R  9  
C o n c l u s i o n s ,  L i m i t a t i o n s  a n d  
S u g g e s t i o n s  f o r  F u t u r e  R e s e a r c h
9 .1  In t r o d u c t i o n
This final chapter attempts to provide an account of some general conclusions that can be 
drawn from this study. It is noted that to date very limited research pertaining to the 
application of the RBV to INVs research with the intent to explain positional advantage 
leading to performance, has been conducted and reported. Therefore, it is believed that the 
findings of this research will contribute to the existing marketing and strategy literature. To 
the best of this author’s knowledge, this research is the first empirical study which 
systematically and quantitatively analyses INVs in Mexico. It is hoped, therefore, that this 
research will make a valuable contribution to the research field. In addition, this chapter 
discusses the implications for theory development, business practitioners and public policy 
makers concerned with the firm’s international development and success. This chapter 
concludes with a discussion of implications, limitations and suggestions for future research 
directions.
9 . 2  C o n c l u s i o n s  o f  t h e  S t u d y
In order to clarify the context of each of the conclusions made, it is pertinent to revisit the 
research objectives and conceptualisation of this study prior to reflecting upon results. 
Building upon internationalisation theories and recent developments in the field of strategy 
and IE, an INV was defined in this study as a firm that from inception seeks to gain
394
substantial competitive advantage from the use of resources and the international sale of 
outputs. Therefore, unique resources were identified as the differentiator element and 
necessary condition of INVs. As resources and their deployment can be structural drivers 
of a superior market position, the primary objective o f this research has been the broad- 
based integration of RBV with INVs with the intent to provide an explanatory framework 
for firms’ positional advantage which leads to performance.
This integration is based on the search for the factors that play an important role in the 
resource and capability deployment creating positional advantage in INVs and how/to what 
extent they are related to performance. In doing so, this study represents one o f relatively 
few empirical attempts made in the business literature to apply the RBV and marketing 
theories to INVs in a NIC, by empirically testing the conceptual model (see Figure 3.1) to 
INV firms in Mexico.
The basic model of the RBV was extended for INVs identifying positional advantage 
antecedents, such as resources and capabilities with the inclusion o f some additional 
constructs: first, competitive strategy pursued by the INV firm; second, EO and 
ambidextrous innovation strategy. These constructs represent the proactive response o f the 
firm to the internal and external stimuli.
Drawing upon marketing, strategy and management literatures, the objectives of this study 
are sevenfold: 1) To empirically assess the interplay between resources and capabilities 
and how they are deployed to facilitate positional advantages in INVs; 2) To empirically
assess the interplay between resources and capabilities and how they are deployed to
facilitate competitive strategy in INVs. 3) To empirically examine how competitive
strategy impacts positional advantage. 4) To empirically examine how EO affects
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resources and capabilities of INVs. 5) To empirically assess how EO relates to 
ambidextrous innovation strategy, and how ambidextrous innovation strategy is linked to 
competitive strategy in INVs. 6) To empirically examine how EO and positional advantage 
have an effect upon the performance of INVs. 7) To further understand INVs in Mexico.
To achieve these research objectives, the following research questions have been 
formulated: 1) How/to what extent are the resources and capabilities deployed in creating 
positional advantage in INVs? 2) How/to what extent resources and capabilities form the 
basis to competitive strategy in INVs? 3) How/to what extent does competitive strategy 
impact on positional advantage in INVs? 4) What is the role of EO with regard to resources 
and capabilities in INVs? 5) What is the association between EO and ambidextrous 
innovation strategy and how/to what extent is ambidextrous innovation strategy related 
with competitive strategy in INVs? 6) How/to what extent is EO related to performance in 
INVs? 7) How/to what extent is positional advantage associated with performance in 
INVs?
During the critical literature review on IE and INVs it is interesting to observe how the 
operationalisation of the broad definition of INVs varies. From the discussion in the 
literature review, prior studies have mainly focused on the performance of INVs (Aspelund 
et al., 2007). Nevertheless, a few studies have focused on positional advantage as part of 
the determinants of INVs success and outcomes (Blesa et al., 2008). Additionally, a very 
limited amount of work has been done on the role of resources (Coviello & Cox, 2006), 
capabilities (Sapienza et al., 2006), competitive strategy (Mudambi & Zahra, 2007), EO 
(Frishammar & Andersson, 2009), and ambidextrous innovation strategy (Han & Celly, 
2008) as antecedents of INVs positional advantage. The key premise is that the relation
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among EO, resources, capabilities, ambidextrous innovation strategy and competitive 
strategy offer positional advantages in international markets o f cost, promotion and 
marketing product.
More importantly, as discussed earlier, most o f the empirical INVs studies have focused on 
developed countries. To fill the research gap created by such limited studies relating to 
INVs in NICs, this author has considered Mexico to be a suitable target for fieldwork.
9 . 2 . 1  S u m m a r y  o f  t h e  C o n c e p t u a l i s a t i o n
Within the scope o f the research objectives, it was deemed essential to conceptually define 
the various components o f the research model within the specific context of the INV firms. 
For this purpose, the dimensions of the main constructs emerging from an extensive review 
of the literature and exploratory interviews with business practitioners were confirmed 
using a methodologically robust analytical technique namely SEM. These dimensions will 
be described subsequently in some detail.
The positional advantage o f INVs was assigned a central role since it constitutes the 
superior marketplace position that captures the provision of superior customer value and 
the achievement of lower relative costs. Any consideration of INVs’ performance should 
therefore emerge as a result of the achievement of a certain positional advantage in the 
target international market. According to the evidence reported in Chapter Three, three 
distinct dimensions were identified for positional advantage: cost, promotion and 
marketing product.
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With reference to the sources of positional advantage, conceptual and empirical evidence 
was examined in order to generate a meaningful classificatory scheme for competitive 
strategy and capabilities residing within the INV firm. Competitive strategy is linked to 
positional advantage by determining how well available resources are matched with market 
requirements. Competitive strategy was categorised as pertaining to: cost leadership, 
marketing differentiation and delivery differentiation. Along the same lines, capabilities 
conceptualised as configurations of routines and resources that allow an organisation to 
achieve its goals, were classified as: distribution, service, communication, and pricing. In 
addition, the conceptualisation of resources identified three dimensions: reputational, 
financial and human.
Regarding the conceptualisation of ambidexterity, exploitative and explorative innovation 
strategies were examined in the particular context o f INVs. In the search for the most 
interpretable approach for combining exploration and exploitation measures and following 
the procedures recommended by Edwards (1993) regarding the less significant loss of  
information, this author followed Lubatkin and colleagues’(2006) suggestion of the 
additive measure o f ambidexterity.
The concept o f EO changes as the firm evolves to better suit the strategic and market 
needs. For the conceptualisation of EO, riskiness, proactiveness and autonomy were the 
three dimensions captured.
As multidimensional measures of performance should be employed in the field of 
marketing, this construct was categorised as pertaining to: efficiency, adaptiveness and 
effectiveness.
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The conceptual model has been developed around the positional advantage construct, its 
antecedents (resources, capabilities, competitive strategies, EO, and ambidextrous 
innovation strategy) and consequences (performance). Following an extensive literature 
review and exploratory interviews with managers from INV firms, measures have been 
developed and data have been collected from 260 INVs. The conceptual model has been 
empirically tested in the specific setting of INV firms in Mexico.
Besides, multi-dimensional and second-order concepts were conceptualised and 
empirically tested for resources, capabilities, competitive strategy, positional advantage 
and performance; ambidexterity was measured as an interpretable approach for combining 
exploration and exploitation measures.
9 . 2 . 2  M e a s u r e m e n t  M o d e l  C o n c lu s io n s
Chapter Seven reported the results of testing for whether the constructs of interest had been 
adequately measured using multiple-item scales. In this regard, each of the seven 
constructs was subjected to principal components analysis with original rotation separately. 
Key questions concerning unidimensionality, reliability as well as convergent validity and 
discriminant validity were answered, primarily on the basis of CFA. Significant item 
loadings, critical rations and chi-squares, in addition to fit statistics indices suggested good 
fit. Composite reliability and AVE tests documented that all constructs employed in the 
study have adequate measurement properties. Composite measures have been constructed 
to represent these factor scales in statistical analyses conducted for the purpose of  
hypotheses testing.
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9 . 2 . 3  STRUCTURAL MODEL CONCLUSIONS
Twelve hypotheses were formulated based on the conceptual model and the path analysis 
has been tested to examine the relationships among resources, capabilities, competitive 
strategy, positional advantage, performance, EO and ambidextrous innovation strategy. To 
this end, the twelve hypotheses were tested using SEM and the fit indices showed good fit 
to the data. From the twelve hypotheses, ten were supported and two have been rejected (as 
discussed in Chapter Eight). Table 9.1 summarizes the seven objectives o f the present 
study, where the seven main research questions aimed to achieve the research objectives 
based on the results from measurement and structural models.
T A B L E  9.1 Summary  o f  the Study
Objective Questions Path Analysis and Measurement 
Model
Results
Objective 1 Question 1 HI, H2, H3 
Measurement Models:
resources, capabilities and positional advantage
HI, H3: Support 
H2: Reject
Objective 2 Question 2 HI, H4, H5 
Measurement Models:
resources, capabilities and competitive strategy
H4: Support 
H5: Reject
Objective 3 Question 3 H6
Measurement Models:
Competitive strategy and positional advantage
H6: Support
Objective 4 Question 4 H9, H10
Measurement Models:
entrepreneurial orientation, resources and
capabilities
H9, H10: Support
Objective 5 Question 5 H7, H8
Measurement Models:
entrepreneurial orientation, ambidextrous
innovation strategy and competitive strategy
H7, H8: Support
Objective 6 Question 6 and 7 HI 1, H12
Measurement Models:
entrepreneurial orientation, positional advantage 
and performance
HI 1, H12: Support
Objective 7 Empirical Fieldwork
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9 . 3  K e y  F i n d i n g s , C o n t r i b u t i o n s  a n d  Im p l i c a t i o n s  f o r  
T h e o r y  d e v e l o p m e n t
It is imperative to note that the findings presented in the following are intended to be 
neither exhaustive nor absolute. Rather they are offered in an attempt to stimulate thought 
and discussion regarding research on explaining positional advantage through a RBV of 
INVs.
This study has contributed to the existing marketing, strategy and IE development 
literature by conceiving and quantitatively testing the conceptual model of positional 
advantage on INVs in several ways. Firstly, this study provides a broad-based integration 
of marketing theories and the RBV by examining the relationship between resources and 
capabilities in INVs. The findings indicate that positional advantage of INVs is strongly 
related to: 1) the availability of key resources combined and transformed into capabilities; 
and 2) the integration o f key resources to generate competitive strategy choices.
In the strategy and marketing literature most of the research does not differentiate between 
resources and capabilities. The results show there is a distinction between the firm’s 
resource endowments and the capabilities developed which follow different paths to 
positional advantage. Resources per se are not as strategically important as what the firm 
does with them. If actions are taken that capitalise on the resources, this creates a 
positional advantage, which in turn enhances performance. Therefore, they need to be 
transformed into capabilities or translated into a genuine competitive strategy in order to 
impact on a superior market place. This privileged position allows positional advantage to 
capture the provision of superior customer value in terms of promotion and marketing 
product, as well as the achievement o f lower relative costs. The previously explained
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findings support recent studies which have sougfit a greater understanding o f the RBV by 
putting forward reasons why resources and performance are not directly related (Ketchen 
et al., 2007). Instead, realising the potential value of resources depends on those resources 
being exploited through a firm’s strategic action.
By linking resource and capability heterogeneity with INV positional advantage, the 
present research provides empirical support for the RBV explanations o f a firm’s 
performance that have been adopted by an increasing number of marketing researchers 
(Hunt & Morgan, 1995; Madhavaram & Hunt, 2008). The central role of positional 
advantage as the meeting point o f competitive strategy and capabilities empowers the 
explanation o f resource transformation to reach performance.
The separation of the firm’s resource endowments and the capabilities developed is an 
important theoretical distinction that is rarely applied in marketing theory. It helps to 
differentiate the abilities of the firm to perform a particular task or activity, from the 
capacities of the firm to purposefully create, extend or modify its resource base.
This investigation also extends traditional RBV explanations by supporting the emerging 
dynamic capabilities paradigm that links the organisational processes by which firms 
develop and deploy resources with business performance.
Therefore, an additional contribution regards the implementation of dynamic capabilities in 
the conceptual model as a complement to the RBV, based on three issues: 1) the cross- 
fertilisation o f EO to resources, capabilities, ambidexterity and performance; 2) an 
ambidextrous innovation strategy, which enables the firm to integrate, build and 
reconfigure internal and external innovation strategies to address rapidly changing
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environments; 3) and a robust theoretical model explaining INVs’ positional advantage 
through a RBV as a process with identifiable stages and linkages between them. Each of 
the three issues is discussed below.
While resources and performance are not directly related, as previously mentioned, the 
results o f this study also indicate that EO is strongly related to INVs’ performance. The 
findings show that INVs are exemplary o f highly entrepreneurial firms. The proactive, risk 
taking and autonomy posture o f INVs carries valuable rewards in terms o f INVs’ 
performance. Therefore, INVs are more adaptable in responding to changing conditions 
and opportunities in the international market. INVs require effectiveness to respond 
quickly to the complex marketing activity requirements of unfamiliar markets with 
profitability efficiency. Hence, EO creates a fertile environment to create positive 
performance effects based on adaptiveness, efficiency, and effectiveness.
This study complements the RBV by emphasizing the positive impact o f EO on resources 
and capabilities. The findings show that INVs may have fewer resources to compete with 
larger rivals, but are more alert to the possibilities o f combining resources possessing an 
unusual constellation o f capabilities. Accordingly, INVs are risk tolerant, proactive and 
autonomous entrepreneurial firms that instill flexibility, and grant individuals and teams 
the freedom to exercise their creativity and to champion promising ideas. The discovery of 
new opportunities for INVs is concerned with the process o f identifying unobserved or 
latent combinations o f resources and customer demand with the supply o f already existing 
products and services. INVs have the propensity to anticipate future needs and changes in 
the operating environment.
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The findings stress the INVs’ capacity to purposefully create, extend or modify their 
resource base by proactively being able to pioneer the introduction o f new brands in the 
market and by constantly searching for business that can be acquired. In addition, INVs 
distance themselves from rivals by absorbing the risk o f devoting resources to projects that 
entail some possibility of success. Also, INVs take into account the independent action o f 
employees to act and think without interference giving birth to an idea or a vision and then 
carrying it through to fruition.
Additionally, the findings suggest that the EO of INVs provides empirical support for the 
dynamic capability view o f the firm. In order to be able to seize the opportunities that a 
dynamic operating environment opens up, INVs have to reconfigure their existing asset 
base and processes. It can therefore be seen that EO alters the resource base o f the INV. 
EO injects dynamism into resources and capabilities generating a significant effect on 
competitive strategy. In this process, ambidextrous innovation strategy contributes to 
achieving higher performance by adapting to, and even benefiting from, changes beyond 
the control o f INVs.
Thus, INVs need dynamic capabilities, that is processes and structures that enable them to 
sense and seize new opportunities and renew their existing asset base. Therefore, strong 
support is found for the importance of path dependency in shaping the strategic choice o f 
INVs.
Competitive strategy, in turn constitutes a potential source o f positional advantage leading 
to performance. The findings indicate that the competitive strategy o f INVs leverage 
resources to achieve positional advantage through cost and/or differentiation in marketing 
or delivery. The results suggest that cost and differentiation are not mutually exclusive
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when evaluating competitive strategies. This supports the view that firms successfully 
combining low costs and differentiation competitive strategies may create synergies, which 
in the case o f INVs increments their adaptability.
Further, this study provides new empirical evidence o f the favourable effect o f 
ambidexterity in the context o f the innovation strategy in INVs. The beneficial effect o f 
balancing exploration and exploitation has been hypothesised in previous studies; 
nevertheless, little empirical evidence is provided in the literature. The findings o f this 
study support the argument that INVs are firms that follow an ambidextrous innovation 
strategy. Thus, exploratory and exploitative processes are critical factors to strengthen 
strategic choices about how the INV will compete in the international market.
Therefore, given the growing importance o f understanding the role o f marketing in 
determining a firm’s performance, the present research highlights the utility o f integrating 
competitive strategy choices in the conceptual model. RBV theory identifies relationships 
between resources and capabilities as contributing to isolating mechanisms that inhibit 
competitive imitation, such as asset interconnectedness and social complexity. By 
specifying the relationships between the resources and capabilities o f INVs as well as 
competitive strategy choices in the conceptual model o f the present study, the potential o f 
such isolated mechanisms increases even further. The present study has important 
implications for approaches that centre on the role o f competitive strategy choices in 
determining a firm’s performance. Researchers who investigate strategy-performance 
linkages should not assume that competitive strategy decisions are subsequently realised 
after transforming resources into competitive choices, but should consider the important
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role o f ambidexterity in determining the effective implementation of planned competitive 
strategy decisions.
Ambidexterity, triggered by EO, allows INVs to integrate, build and reconfigure internal 
and external competences. EO is a critical antecedent to improve the balance o f exploration 
and exploitation in INVs encouraging a balanced approach to innovation. The findings 
offer a much more optimistic message from INVs’ ambidexterity than the excluding 
message from prior research which suggests that firms are more likely to develop a natural 
tendency to focus on either exploitation or exploration, but not both. This problem can be 
resolved despite the INV firms’ lack o f resources. Consequently, firms that practice 
ambidexterity are rewarded for their efforts. In simple terms, ambidexterity may not be as 
difficult for INV firms to achieve as some in the literature believe. What may be required 
is to have an adequate combination o f EO in terms o f proactiveness, riskiness and 
autonomy to foster the integration o f exploration and exploitation innovation strategies.
In this regard, the theoretical model and empirical results o f this research indicate that 
particular attention should be paid to generate positional advantage in order to understand a 
firm ’s performance. The creation o f positional advantage is twofold. The former suggests 
delineating and assessing capabilities dynamically influenced by EO. The latter is 
concerned with the competitive strategy developed from internal factors like resources and 
from dynamic capabilities such as EO and ambidexterity.
Thus, integrating the RBV with EO, ambidextrous innovation strategy and competitive 
strategy provides a stronger theoretical rationale for explaining positional advantage and 
performance over time.
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The conceptual model integrates the RBV to explain how the resources and capabilities 
available to INVs relate to competitive strategy choices, EO and ambidextrous innovation 
strategy to determine positional advantage and performance. Overall, the empirical results 
provide broad support for the conceptual model o f ENVs. From the perspective of RBV 
theory perspective, support is particularly strong for the antecedents o f positional 
advantage that have been identified in the present study.
9 .4  IMPLICATIONS FOR MANAGERS AND POLICYMAKERS
Based on the empirical findings o f the present study, the following have emerged as some 
o f the most relevant implications for managers and policymakers. First, given the 
limitation international managers have in terms o f managing external industry and market 
conditions through changes in market selection, this study indicates that resource-based 
theory provides a useful framework for understanding positional advantage and 
performance. Governmental organisations and other bodies involved in the design and 
implementation o f internationalisation assistance programmes should benefit as well from 
the findings o f this study.
The present research has provided enough evidence to show that positional advantage can 
be conceived as a superior market place position that captures the provision o f superior 
customer value by the accomplishment o f lower relative costs (Day & Wensley, 1988). 
Accordingly, the implications o f this study suggest that such public policy programmes 
should place emphasis upon creating awareness o f the centrality of the role o f positional
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advantage in the process o f achieving superior performance in IN Vs. It would be beneficial 
for this notion be incorporated into the international entrepreneurs’ mindset.
The aim o f building and sustaining a positional advantage should also shape the way INVs 
perceive and strategically exploit factors residing within or controlled by the INV. Indeed, 
this study has shown that such factors should be viewed as sources o f positional advantage 
and that INV firms’ superiority in these areas is strongly associated with superiority in 
achieving a privileged position in the international market.
9 . 4 . 1  I m p l i c a t i o n s  f o r  M a n a g e r s
A clear indication o f  the contribution o f a research study to existing knowledge is the 
extent to which the findings o f the study could be of interest to the researched population. 
Thus, this section is devoted to an assessment of the extent to which the present study 
could be of assistance to business practitioners.
The present study suggests that the main preoccupation o f the INV aiming at superior 
performance should be the establishment of a positional advantage in the target 
international market: cost advantage; promotion advantage; and/or, marketing product 
advantage. Achievement o f any type of advantage in the international market constitutes a 
decisive step towards superior performance. However, this statement was found to be more 
sustainable for the marketing product and the promotion advantage than for the cost 
advantage, which has been traditionally emphasised. International managers pursuing a 
cost advantage position should seriously consider the possibility of steering their 
competitive strategy towards a different competitive direction. This raises the issue o f the
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value and appropriateness o f the resources and their deployment to which the discussion 
now turns.
This study has shown that the resources and capabilities residing within the firm carry 
substantial weight with regard to the achievement of a positional advantage. The present 
investigation utilised the RBV prescriptions to get managers to focus their efforts on 
acquiring, assessing, and deploying available key resources into capabilities. In particular, 
resources can impact upon the achievement of an advantageous position in the 
international market in two ways, through capabilities’ generation or through the pursuit of 
an appropriate competitive strategy. However, it is the realised competitive strategy that 
should be used as a key criterion for the selective enhancement of appropriate company 
resources. This contention is based upon the very nature o f the realised strategy which 
constitutes a surrogate o f market forces’ response to the firm s’ offering.
More specifically, INVs aimed at the achievement o f a cost advantage position in the 
international market should invest in reputational resources. Therefore, particular attention 
should be given to the development o f brand name awareness and brand image. In the 
highly competitive environments o f today, INVs competing on a lower cost basis should be 
able to devise new ways o f reducing cost and offering lower customer price on a 
continuous basis. This could also have an impact on employee selection for the 
implementation o f a cost leadership strategy, such as experienced employees not being 
preferred to relatively inexperienced ones. Nonetheless, managers should pay particular 
attention to the fact that the pursuit o f cost advantage position may not result in its 
successful realisation. This alludes to the compelling need for careful consideration of 
societal and country factors associated with the target international market, such as
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exchange rate fluctuations. Suggested avenues towards addressing the above issue include: 
consultation o f financial advisors in private and public sector organisations with the intent 
to obtain a sound description o f the economic situation o f the targeted country; and 
development o f contingency plans to cover those cases where environmental changes are 
potentially imminent.
In those cases where achieving o f  the marketing product advantage in the international 
market has become a competitive goal o f the INV, deployment of all types o f resources 
will be important. The only exception are financial resources whose direct contribution to 
the above competitive goal is minimal. Most favourably for INVs suffering a shortage of 
financial resources available for investment, the possibility o f attaining a marketing 
product advantage position in the international market in which they compete emerges as a 
promising competitive goal.
When the INVs’ aim is to offer superior customer value through promotion advantage, this 
study suggests that all categories o f  resources can contribute. Therefore, managers o f INVs 
can use this scheme in order to identify and leverage those resources residing in their 
company that appear to lead to a promotion advantage position in the international market 
in the most efficient way.
Furthermore, the conceptual model and empirical findings o f this research indicate that 
managers should pay attention to cultivate the interrelationships between matching 
competitive strategy choices with available resources and capabilities as well as the needs 
and requirements o f  channel partners and customers in the target market. The data o f this 
study point to the importance o f managers’ close monitoring and forecasting of 
competitors’ independent strategy moves as well as their responses to competitive strategy
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choices as key decision making input that may strengthen the link between competitive 
strategy choices and the achievement o f  positional advantage.
Another obvious managerial implication is the need for managers to become explicitly 
aware o f managing explorative and exploitative innovation simultaneously, on a 
continuous basis, which could lead to the development of a synthesizing capability to 
create positional advantage out o f conflicting forces. Furthermore, managers of INVs 
should take advantage of the ambidextrous innovation strategy influence on competitive 
strategy based on delivery differentiation, marketing differentiation and cost leadership. In 
order to do so, m anagers’ incentives should be aligned with INV firm performance. For 
example, if a firm rewards its m anagers’ performance according to firm growth metrics, 
managers would benefit by implementing a delivery differentiation strategy supported by 
an explorative innovation strategy. Conversely, if they receive compensation based on their 
efficient control o f business operations, they should develop a low cost strategy with an 
exploitative innovation strategy. Marketing differentiation strategy strengthens both 
effective and efficient performance. Therefore, a versatile marketing differentiation 
strategy offers managers the best performance.
9 . 4 . 2  I m p l i c a t i o n s  f o r  P o l i c y m a k e r s
Regarding the public policy implications of this study, the importance o f developing 
sources o f positional advantage within an INV could possibly be viewed by policy makers 
as suggestive o f the need to consider alternative, more personalised forms of 
internationalisation assistance. Although the provision o f direct financial support is beyond 
the scope o f most policymakers, the results indicate that other resources and capabilities
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based on experience may be a useful area o f focus. Traditional international promotion 
activities may indirectly aid the development o f some aspects related to reputational and 
human resources available to INVs. For example, organising field-research trips for 
managers to particular foreign markets may help managers to leam from such experiences. 
These would directly benefit raising the levels o f knowledge, quality, experience and skills 
of the export marketing personnel in terms o f INVs’ human resources, which could have 
an effect on the strength and distinctiveness o f the brand image and other reputational 
resources.
Similarly, creating networks o f noncompeting firms that are involved in selling in 
individual international markets and enabling cross-firm information sharing may also 
facilitate the development o f  relevant knowledge by enabling firms to learn from one 
another.
To aid the development o f stronger communication capabilities, rather than just responding 
to specific international market information requests, appropriate international trade 
development assistance should also provide an update in training for managers in INV 
research and analysis.
On the other hand, if  there is a possibility o f investment funding, either from the 
government and/or private investors, it would be potentially effective, albeit substantially 
costly, to establish funded consulting bodies that will cooperate closely with interested 
INVs. These could identify and offer expert advice for the development o f those sources o f 
positional advantage in the international market. In this regard, it is important to consider 
the recent technology business accelerator programs implemented in the most innovative 
ecosystems in the world. These programs are assisted by governments in association with
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foundations and investors with a common interest to search for technology based firms that 
could compete in the international market. INVs could be supported by these programs on 
the following issues: 1) to facilitate the interaction of these firms with international 
environments that could boost their accelerated growth by allowing them to generate sales, 
strategic alliances and funding attraction; 2) to reach more international markets; and 3) to 
position INVs as world technological providers and help them to become world class 
firms.
The success o f the acceleration programs is centred in the quality of the firms supported. 
Therefore, a program that could speed up INVs may be a worthwhile development 
investment. This program could consider the acquisition of INV firms interested in being 
accelerated, as well as their selection, acceleration and maturation.
To ensure the quality o f the INVs that could be part of an accelerator program the 
acquisition phase should start with an open call for firms that in the first two years from 
inception are exporting at least one quarter o f their production in the high technology 
sector. Taking into account that INVs in Mexico did not even know that they were 
classified under this category before this study was conducted, this could be the case in 
other countries as well. Therefore, an open call like this will help identify INV firms 
prospective for the accelerator program.
The interested INVs should pass through different filters, such as specialised seminaries 
and interviews, before obtaining accelerator support. Subsequently, a selection committee 
formed o f technology innovation experts and investors, which could be national or 
international, including the private sector and the government, would choose INVs with the 
highest success possibility in the international market. The selection process should include
413
a validation o f the INV value offering as well as an exploration of their opportunities. The 
present research results offer vital information that could be used during the selection 
process. This study has provided enough evidence to show that resources and capabilities 
are structural drivers for positional advantages. Therefore, it would be useful to identify the 
key resources and capabilities o f the interested INVs. In addition, this study underlines the 
factors needed to test interested INVs’ competitive strategy, entrepreneurial orientation, 
ambidexterity, positional advantage and performance, in order to corroborate the INVs 
value offering.
Once the interest o f  the acceleration process is ratified with the selected INVs, these firms 
should be transferred to international offices supported by the accelerator programme 
following three objectives: 1) to initiate an interaction process with the client’s prospects; 
2) to build alliances; and 3) to search for venture capital. It is suggested that the num ber of 
years the INV is accelerated should be negotiated in each case.
During the acceleration and maturation process, the findings of this investigation will be 
extremely useful in terms o f the possibilities o f development in INVs. While the selection 
process is the snap-shot o f the INV, the acceleration process is the continuous opportunity 
development o f the selected INVs. The results o f the present study will help INVs to 
acquire and grow key resources and capabilities for the target markets, as well as matching 
competitive strategy choices with an ambidextrous innovation strategy to create a 
positional advantage that will lead to performance.
Finally, with the experience of supporting firms already involved in international activities, 
it would be easier to develop assistance programmes and initiatives that should also target 
firms currently assessing their potential for becoming international (McAuley, 1993). More
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specifically, some of this study’s results could be used by the programmes to encourage the 
internationalisation of young high-tech SMEs.
To summarize this section, given the economic impact of trading in the international 
market, INV positional advantage is a significant area of interest for managers and 
policymakers whose major objective is to stimulate sustainable export activity among local 
firms. The RBV offers international managers the possibility to understand the 
performance o f the firms by analysing internal factors. Managers and policy makers can 
benefit from the findings o f this INV study by conceiving positional advantage as a 
superior market place position that captures the provision o f superior customer value with 
lower relative costs. Therefore, it is worthwhile to support INVs in developing their 
positional advantage. One suggested way o f doing so is by including INVs in the business 
accelerator programs. In particular, in Mexico there are several business accelerators 
created by different organisations such as private initiative or non-profit organizations 
assisted by the federal government in order to help innovative firms to compete 
internationally.
9 .5  L i m i t a t i o n s  a n d  D i r e c t i o n s  f o r  F u t u r e  R e s e a r c h
There is always the issue o f generalisability in social studies and this study is no exception. 
The limitations o f the present investigation arise from the following trade-off decisions 
required for this research. The following section highlights several limitations to the study 
with a view to stimulating future research in this area.
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Firstly, one o f the main contributions of the present study has been the role of positional 
advantage and its antecedents in INVs’ performance. Due to data limitations, the impact o f 
explaining positional advantage through a RBV o f INV was not investigated in long-term 
performance. The empirical results o f this study represent only a snapshot view o f INVs 
and the use of cross-sectional data does not allow strong conclusions about causal 
relationships to be drawn. To address this issue, future research would need to assemble 
longitudinal data over a sufficiently long period. It should be noted that this limitation has 
commonly been reported in recent literature review studies conducted within accelerated 
internationalisation (Freeman & Cavusgil, 2007). The empirical assessment o f the 
conceptual model should be interpreted in light o f several limitations resulting from trade­
off choices in the research design. The absence o f secondary data specialised in INVs and 
logistical constraints in primary data collection required this author to assess the 
conceptual model empirically using cross-sectional data. These precluded assessment on 
both the investment and learning effects on the resources and capabilities available to INVs 
and the sustainability o f the performance observed.
Second, this research focuses on the antecedents o f INVs’ positional advantage as an area 
o f key managerial and theoretical interest. The following discussion is based on the unit o f 
analysis o f this study, the export venture. This focus somewhat limits the theory 
applicability o f this research at the firm level, which requires consideration of the factors 
that lead firms to select target international markets and to create export ventures. Further 
research that examines the internal resource and capability characteristics and external 
market characteristics would help extend this study to the firm level. In addition, the 
findings o f this investigation raise the question o f the extent to which the sharing o f
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resources and capabilities between export ventures contributes to the firm’s level 
performance. In theory, firms that share resources and capabilities across a greater number 
o f ventures (and other business units in the firm) than competitors should be able to invest 
to create superior resource and capability stocks. Subsequently, research that examines 
resource and capability sharing across ventures within the firm will allow for further 
adaptation o f the theory presented in this study, thereby leading to a better understanding 
o f INV performance at the firm level.
Third, the data for the present research were collected from the INVs of a single country, 
Mexico. Indeed, the sample o f this investigation had a different geographical focus than 
that o f most previous studies concerned with developed countries; thus this study 
complements prior research on INVs. However it may be suggested, that the present results 
are limited to this particular country’s framework and one should be cautious in attempting 
to draw generalisations from this study. Even though, as Spender and Grant (1996) noted, a 
homogeneous culture reduces the likelihood o f culturally induced variation in the 
perception o f abstract constructs, the generalisability o f the findings should be further 
tested. Hence, given IN V s’ massive geographic spread and diversity, a cross national study 
o f the antecedents o f positional advantage and their outcomes would be more than 
worthwhile.
Fourth, this study uses a single key informant technique. While attention was paid to 
following the rigorous methodological guidelines in locating appropriate informants, 
ensuring key informants, guaranteeing anonymity and maximizing respondent objectivity, 
there still exists the potential for information bias in the data set. Indeed, the “most- 
knowledgeable individual” within each participating INV was selected by the author with
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utmost attention; it is possible that some degree o f random informant bias was inevitable. 
Nonetheless, future studies might profit from seeking multiple informants for all variables 
to accurately measure the phenomenon at the organisational level.
Fifth, the fact that a single source is utilised for all measures may signify that the results 
reported in this study are attributable, in part, to common method variance between 
variables. Further studies using customer perceptions for the positional advantage construct 
and a sample o f end-users for the performance construct could provide a more robust test 
o f the hypotheses since the measures would be independent o f one another. However, it 
should be acknowledge that such an endeavour, which also has methodological concerns, 
would be highly dem anding in terms o f time and availability of funds.
Sixth, as in the overwhelming majority o f the extant studies, managerially perceived 
measures o f the main constructs have been utilised. This measurement approach has 
largely been dictated by the research design choices made at an earlier stage o f this 
empirical effort. Nonetheless, customer perceptions could also provide valuable insights 
into the conceptualisation and measurement o f constructs such as positional advantage and 
performance. International marketing researchers could address this issue by conducting 
customer focused investigations among the INV firms’ distributors overseas. Such studies 
would certainly contribute to the enhancement o f extant theory and assist INV 
management practice.
Seventh, in this study no attention was given to the potentially important role which the 
external environment can play in the determination o f export market venture performance. 
It has been suggested, for instance, that environmental factors such as competitive intensity 
and technological turbulence may be significant in influencing the market orientation-
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business performance relationship (Jaworski & Kohli, 1993). In this framework, it may be 
proposed that such environmental considerations play an important role in moderating the 
relationship between positional advantage and performance. It would be enlightening if 
future research on the subject were to consider the relevance o f such environmental factors 
and assess the extent to which they impact upon the relationships (between variables) 
modelling the performance process.
Eighth, with respect to the conceptualisation of sources o f positional advantage, the 
classificatory scheme adopted in the context o f this study was essentially relying upon the 
review of the extant literature and insights from the exploratory interviews with managers. 
The resulting categorisation o f INVs produced satisfactory results in terms o f internal 
consistency and dimensionality o f the scales developed. However, a more rigorous 
taxonomy o f sources o f positional advantage may improve the fit o f the overall model. To 
this end, further exploratory research on the underlying dimensions of the above construct 
is needed, in conjunction with the application o f classification principles; this may enhance 
o f the applicability o f  the RBV with the specific context o f INVs.
Ninth, a final direction for future research would involve revisiting the role of 
ambidexterity over INV performance through competitive strategy. The results suggest that 
ambidexterity is an important driver o f competitive strategy. Besides providing empirical 
evidence on the potential benefits o f  ambidexterity, there may be limits to ambidexterity, 
possibly due to the fact that the organisational tension inherent between exploitation and 
exploration may become unmanageable when both are pushed to extreme limits. These 
findings indicate the complexity and delicacy o f managing the balance between 
exploitation and exploration. Furthermore, while the findings are limited to the specific
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context o f INVs, this author suggests that the methodological approach o f  this study could 
be adapted to test the ambidexterity hypothesis in other management research domains as 
well.
9 . 5 . 1 C o n c l u d i n g  C o m m e n t s
The final chapter o f this thesis has dealt with the major issues pertaining to the evaluation 
o f the study findings. First, general concluding remarks relating to the conceptualisation o f 
the constructs comprising the research model and hypothesis testing results were 
considered. Second, an examination was made o f the key findings, contributions and 
implications o f the empirical findings for theory development. Third, this chapter has 
provided a discussion o f the implications for business practitioners and public policy 
makers concerned with modelling resource and capability combinations for INVs’ 
development. Finally, the limitations o f the study were identified and discussed, in 
conjunction with suggestions for a future research agenda.
Despite the considerable theoretical and empirical attention to INVs as they are breaking 
the traditional paradigms o f internationalisation, there is widespread concern about their 
sources o f advantage. Viewing positional advantage as a dynamic process, this study 
proposes integrating recent theory antecedents in positional advantage and providing initial 
empirical support for many o f the predicted relationships. Given the increasing importance 
of INVs, additional studies are needed to promote further understanding o f INVs’ 
performance. With its roots in established strategy, marketing and IE theories, and 
sufficient scope to incorporate the empirical findings into a cohesive body o f knowledge,
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the empirical model proposed and tested provides a strong foundation for knowledge 
development.
Finally, this author hopes that this study will encourage researchers to further examine the 
role o f different strategic orientations applying the RBV to the context o f INVs.
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A p p e n d i x . T h e  Q u e s t i o n n a i r e
A  S tudy o f  R eso u rces , C ap ab ilities and  
P erform ance in International N e w  
V en tu res
The purpose of this survey is to identify the favouring factors of the developm ent of “born g lobal” 
firms. T h e s e  firm s’ incursion in the export m arket stem s from a very young age. T he  favouring  
factors of born globals prom ote the developm ent of pioneer products in new export m arkets, - 
“export ventures" -  and the relationship am ong these factors with the perform ance of the firm. 
P lease choose the “export ven tu re” that you feel you know well, independently from its degree  of 
success. T he  concept “export venture" is defined in the first page of this questionnaire.
Your co-operation in com pleting this questionnaire is central to the success of this research project 
and should take only a short tim e (approxim ately 15 minutes). P lease give each question a 
separate  and independent judgem ent. W ork  at a fairly high speed through the questionnaire and  
do not worry or puzzle over individual item s. It is your first impression, the im m ediate feelings about 
the questions that are of m ost value. T here  a re  no “right” or “wrong” answ ers to any of these  
questions. P lease be assured  that the inform ation you provide is strictly confidential and it is 
in tended for academ ic research  only. Your cooperation is invaluable.
Thank you,
Silvia Lozano Gomez Estrella 
Cardiff Business School 
Cardiff University 
Aberconway Buliding 
Column Drive 
Cardiff CF1YZ 
Wales, UK
Tel: +44 (0) 2920876544 
Fax: +44 (0) 2920874419 
Email: lozanoS@Cardiff.ac.uk
About your Business
How m any full time e m p lo y e e s  p resen tly  work in your b u s in e s s  {approx im ate  num ber)?
P le a se  sta te  what type of industry secto r  b est d esc r ib es  your b u s in e ss  
W hen w a s your com p a n y  e s ta b lish e d 7 .................................................... (year)
W hen did your com p any  first start with international o p e r a tio n s7 ...................................................years
C onsidering your co m p a n y  s  international activities in g en era l, which of the following sta tem ents best d escr ib es  
th e s e  activ ities7 (P le a s e  tick o n e  box only)
W e export on  regular b a s is  □
Your organization fo c u s e s  its efforts on, and  
a llo ca tes r e so u rces  for its export operations to, 
certain carefully s e le c te d  international m arkets 
(market con cen tration ) □
W e export occasion ally  □
Your organization’s  policy is to export to a s  m any  
m arkets a s  p ossib le , with no particular focus on 
specific o v e r se a s  m arkets (market spreading) □
Export Venture Characteristics 
THE EXPORT VENTURE
An export venture is a single product or product line exported to a specific export market 
(country). For example an export venture could be a line of shoes (“the venture product”) 
exported to the US (“the export market”).
W hich country is this ven ture's export m arket? ...................................................
P le a se  d esc n b e  briefly the export venture product: ......................................................................................................................
W hat is an export ven ture7 ( A n  exported t o .......................................... )
In which of the following ca te g o r ie s  w ould you mainly p la ce  this export venture product offering? 
Industria l/B usiness-to-B usiness G ood  □  C onsum er Good □
For how  m any years h a s  this export venture b een  running for (approxim ately)?.............................................................
P le a s e  indicate the ap p roxim ate s a le s  turn over of your firm in the last y e a r : ..................................................
A pproxim ately, w hat p e r c e n ta g e  of your com p any 's total s a le s  is derived form its export s a l e s ? ....................................
In com paring this export ven ture  with your h om e (d o m estic ) m arket how different/ similar are they in term s of:
Very About the Very
DitTerent (1) Same (4) Similar (7)
Culture (traditions, v a lu es, lan gu age, etc) 1 2 3 4 5 6 7
A ccepted  b u s in e ss  practice 1 2 3 4 5 6 7
E conom ic environm ent 1 2 3 4 5 6 7
Legal System 1 2 3 4 5 6 7
C om m unications infrastructure 1 2 3 4 5 6 7
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R eso u rces
Thinking about the specific export venture, p lease rate your firm’s export marketing resources, relative to
your major competitors (in this export market), in the following areas:
Much About the Much
Reputational Worse (1) Same (4) Better (7)
Brand nam e a w a r e n e ss 1 2 3 4 5 6 7
D istinctiveness of our brand im age 1 2 3 4 5 6 7
Appeal of our brand ‘personality’ 1 2 3 4 5 6 7
Much About the Much
Financial Worse (1) Same (4) Better (7)
Level of financial reso u rces  available 1 2 3 4 5 (, 7
A c c e ss  to capital 1 2 3 4 5 G 7
S p eed  of acquinng and  deploying financial resou rces 1 2 3 4 5 6 7
Size of financial r e so u rces  devoted  to this export venture 1 2 3 4 5 6 7
Much About the Much
Human Worse (1) Same (4) Better (7)
Knowledge of export marketing personnel 1 2 3 4 5 6 7
The quality of our export marketing peop le 1 2 3 4 5 6 7
E xpenence of our export marketing personnel 1 2 3 4 5 6 7
The skills of our export marketing peop le 1 2 3 4 5 6 7
Capabilities
Thinking about the sp ecific  export venture, p le a se  rate your firm’s  export marketing capabilities, relative to your major 
com petitors (in this export m arket), in the following areas:
Distribution
Adding value to distributors' b u s in e s se s
Attracting and retaining the b est distributors in the export
venture market
Providing high lev e ls  of support to distributors 
C lo se n e ss in working with distributors/retailers in this 
market
Much 
Worse (1)
1 2
1 2
About the
Same (4)
4 
4
Much
Better (7)
7
7
7
7
Service
Delivering high quality after-sales service  
Attracting and retaining after-sa les serv ice p ersonnel 
Training after-sa les serv ice  personnel
Much
Worse (1)
1 2
1 2
About the 
Same (4)
4 5
Much
Better (7)
7
7
7
Pricing
Responding effectively  to com petitor's pricing tactics  
Using our pricing skills to respond quickly to any  
custom er c h a n g e s
Communicating pricing structures and levels to 
custom ers
Much
Worse (1)
1 2
1 2
1 2
About the 
Same (4)
4 5
4 5
Much
Better (7)
7
7
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Communication
Quality of our channel relationships in this export market 
K now ledge of com petitors in this market 
Information related to doing b u sin ess in this market 
N um ber of custom ers with whom  w e  already have a  
relationship
Much
Worse (1)
1 2
I 2
1 2
About the 
Same (4)
4 5
Much
Better (7)
7
7
7
7
Competitive Strategy
To what extent is  your current marketing strategy for this export venture to:
Delivery Differentiation
. ..gu aran tee  delivery tim es?
...offer quick delivery and resp o n se  to end-user  
custom er orders7
..a ch iev e  quick delivery and r e sp o n se  to distributor 
orders7
Marketing Differentiation
...in vest in marketing com m unications to build 
a w a r e n e ss7
.. d evelop  n ew  export venture product offerings?
...offer a highly differentiated export venture product(s)?
Cost Leadership
. . .b e  the low est cost provider in this export market? 
...provide export venture cu stom ers with lower prices 
than com petitors?
...tightly control export venture selling and promotion 
e x p e n se ?
Not
at all (1)
1 
1
Not
at all (1)
1
I
1
Not
at all (1)
I
1
To some To a great
1 Extent (4) extent (7)
2 3 4 5 6 7
3 4 5 6 7
■> 3 4 5 6 7
To some To a great
i Extent (4) extent (7)
2 3 4 5 6 7
-> 3 4 5 6 7
2 3 4 5 6 7
To some To a great
Extent (4) extent (7)
2 3 4 5 6 7
2 3 4 5 6 7
2 3 4 5 6 7
Positional Advantage
Considering the sp ecific  export venture, p lea se  indicate how well your b u sin ess  com pares to your major direct 
com petitors (in this export market) in term s of:
Much About the
C o s f  Worse (1) Same (4)
Unit production c o s ts  
C ost of g o o d s  so ld  
Actual selling price 
Paym ent and credit terms
Much
B etter (7)
7
7
7
7
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Promotion
“S h are of mind'- 
Brand personality  
Brand im age
Much
Worse (1)
1 2
I 2
About the 
Same (4)
3 4 5
Much
Better (7)
7
7
7
Marketing Product
Product availability for cu stom ers  
C hannel delivery sp ee d  to cu stom ers  
Product d esign  and style
Much
Worse ( I)
I 2
1 2
About the
Same (4)
4 5
4 5
4 5
Much
Better (7)
7
7
7
Performance
P le a se  eva lu ate your export venture perform ance over the past year, relative to your major com petitors, in terms of:
Effectiveness
Much 
Worse (1)
About the 
Same (4)
Much 
Better (7)
Positive ch a n g e s  in market share 1 2 3 4 5 6
Market share growth 1 2 3 4 5 6
Acquiring new  cu stom ers 1 *> 3 4 5 6
Much About the
Efficiency Worse (1) Same (4)
Return on Investm ent (ROI) 1 2 3 4 5 6
Return on S a le s  (ROS) 1 2 3 4 5 6
Export Venture margins 1 2 3 4 5 6
Much About the
Adaptiveness Worse (i) Same (4)
R esponding to com petitors product c h a n g e s  in this 1 2 3 4 5 6
export market
Tim e to market for new  export venture products 1 2 3 4 5 6
Num ber of su ccessfu l new  export venture products 1 2 3 4 5 6
R even u e from new  export venture products (less  than 3 1 2 3 4 5 (>
years old)
7
7
7
Much
Better (7)
7
7
7
Much 
Better (7)
7
7
7
7
E n trepren eu rial ()rien tat ion
Please evaluate the entrepreneurial orientation related to the export venture in terms of:
Proactiveness
W e are usually the first o n e s  to introduce new  brands of 
products in the market
W e are constantly on the look out for b u sin ess that can  
b e  acquired
Not
at all (1)
I 2
1 2
To some 
Extent (4)
4 5
To a great 
extent (7)
7
7
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Riskiness
W e are constantly seek ing  new  opportunities related to 
p resent operations
N ew  projects are approved on a “stage  by stage" b a sis  
rather than with “blanket" approval 
W e have a tendency to support projects where the 
ex p ec ted  returns are certain
Not To some To a great
at all (1) Extent (4) extent (7)
1 2 3 4 5 6 7
2 3 4
2 3 4
1 2 3  5 6 7
1 2 3 4 5 6 7
Autonomy
E m p loyees are permitted to act and think without 
interterence
E m p loyees perform jobs that allow them to m ake and  
instigate ch a n g es in the w ay they perform their work 
task s
E m p loyees are given authority and responsibility to act 
a lo n e  if they think it to b e  in the b est interests of the 
b u sin ess
Not To some To a great
at all (1) Extent (4) extent (7)
1 2 3 4 5 6 7
1 2 3 4 5 6 7
Ambidextrous Innovation Strategy
To w hat extent have the following ob jectives been  important to you for undertaking innovation projects for the last 12 m onths:
Explorative Innovation Strategy
Introduce new generation of products 
Extend product range 
Enter new  technology fields
Exploitative Innovation Strategy
Improve existing product quality
Improve production flexibility
Improve yield or reduce m aterial consum ption
Not
Important (1)
1 2
1 2
1 2
Not
Important (1)
1 2
1 2
1 2
Very
Important (7)
6 7
6 7
6 7
Very 
Important (7)
6 7
Respondent Characteristics
W hat is your job title (p o sitio n ) ? .............................................
How m any years of working ex p e r ie n c e  do you have?.
H ow  would you rate your ow n know ledge of your export 
venture's marketing program s, strategies, resources and  
capabilities
H ow  would you rate your ow n know ledge of your major 
com petitor’s  marketing program s, strategies, resources  
and capabilities
Low (I) Average(4) High (7)
1 2  3 4 5 6 7
427
To what extent do you feel you possess knowledge regarding the questions asked in this questionnaire?
No Knowledge (l)___________     Knowledge (7)
11 I 2 | 3 I ^ l 5 I 6 7 7 |
To what extent d o  you b e liev e  the r e sp o n ses  g iven  by you accurately reflect the realities' of your b u s in e ss ' in vo lvem ent in
the facility within which you op erate?
Not at all Accurate (l) Accurate (7)
11 I 2 | 3 I 4 I 5 I 6 | 7  |
Thank you very much for your co-operation in this 
important study
All information provided in this questionnaire will remain absolutely confidential and only 
be used in aggregate form in combination with all other responses. Your questionnaire will 
only be seen by the academic researchers involved in this study.
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U n E studio de R ecu rsos, C apacidades y  
D esem p en o  en E m presas N acid as para 
Exportar
El propbsito de esta encuesta es identificar los factores que han favorecido el desarrollo  de  
em presas que desde una etapa muy tem prana  incursionan en el m ercado de exportacion, es decir, 
se trata d e  em p resas  nacidas para exportar (“born globals"). Estos factores prom ueven el 
desarrollo de productos pioneros en nuevos m ercados de exportacibn, -“export ventures”-, e n  l a s  
e m p r e s a s  n a c i d a s  p a r a  e x p o r t a r  y la re la tio n  de estos factores con el desem peno del negocio. 
Selecciona un “export venture” que sientas conocer bien, independientem ente de su grado de  
bxito. El concepto de “export venture” se define en la prim era pagina de este cuestionario.
Para lograr el exito de este Proyecto de Investigation, la cooperation  que brindes para contestar 
este cuestionario es m uy im portante. El cuestionario ha sido disenado para ser contestado en un 
tiempo breve (1 5  min. Aprox). S e  recom ienda que cada pregunta sea considerada com o un juicio 
separado e independiente. R esuelve el cuestionario a una velocidad rapida y no te detengas a 
indagar sobre term inos individuales. Lo m as valioso es tu primer impresion, es decir, los 
sentim ientos inm ediatos sobre las preguntas. No existe una respuesta “correcta ” o “incorrecta” 
para cada una de las preguntas. La inform ation proporcionada sera m anejada  de form a  
estrictam ente confidencial y estara  orientada hacia fines de investigacion academ ica  unicam ente. 
Tu cooperacion es invaluable.
Muchas gracias,
Silvia Lozano Gomez Estrella 
Cardiff Business School 
Cardiff University 
Aberconway Buliding 
Column Drive 
Cardiff CF1YZ 
Wales, UK 
Tel: +44 (0) 2920876544 
Fax: +44 (0)2920874419 
Email: lozanoS@Cardiff.ac.uk
A cerca  d e  tu  Negocio
^C uantos empleados de tiempo completo trabajan actualm ente en tu negocio (num ero aproximado)?
Por favor identifica el tipo de sector industrial que mejor describe a tu negocio .............................
^Cuando se  establecid tu com pania?............................................. (ano)
^Cuando inicio tu compania con exportaciones? ............................................. (ano)
^Considerando las actividades de exportacion de tu em presa en general, cual de  los siguientes 
enunciados describe estas actividades?
Exportamos regularmente □
N uestra organizacion enfoca sus 
esfuerzos en, y localiza los recursos para 
sus operaciones de exportacion hacia, 
ciertos mercados de exportacion 
cuidadosam ente seleccionados
(concentracion en el mercado) □
Exportamos ocasionalm ente Q
La politica de nuestra organizacion es 
exportar hacia los m as m ercados 
posibles, sin un foco particular en 
m ercados extranjeros especificos
(expandir mercados). 01
Caracteristicas del Export Venture 
“THE EXPORT VENTURE”
Un “export venture” puede ser un producto unico o una linea de productos que se 
exportan a un mercado especifico, (pais). Por ejemplo, un export venture puede ser una 
linea de zapatos (“product venture”) exportado a EUA (“export market”).
H acia q u e p a is  s e  e s ta  exportando el “product venture"? ..................................................
Por favor, d esc r ib e  brevem ente el “product venture"........................................................................................
Q ue e s  el Export Venture7 ( U n  exportado a ...........................................)
En cual d e  la s s ig u ien tes c a teg o r ia s  co lo ca r ia s  el “product venture" d e  exportacion q u e o fr e c e s ?
Industrial/Producto N egocio -a -N egocio  □  Producto d e  C onsum o Q
Por cu an tos a n o s  e s te  “product ven ture” s e  ha exportado (aproxim adam ente)? .....................................
Indica la rotacibn d e  inventarios aproxim ada d e  tu em p resa  en  el ultimo a n o : ...........................
A proxim adam en te, ^que porcentaje d e  las ven tas totales d e  tu em p r e sa  s e  deriva d e  las v e n ta s  por 
ex p o rta c io n ? ..................
C om p aran do e s te  ““export venture"" con  tu m ercado dom estico , q u e tan diferentes o  sim ilares so n  los  
m ercad os en  term inos de:
Muy
Diferentes
to
Algo
Parecidos
(4)
Cultura (tradiciones, valores, lenguaje, etc.) 
“B u s in e ss  Practices" a cep ta d a s  
A m biente Econom ico  
S istem a  Legal
Infraestructura d e  com unicaciones
Muy
Similares
( 7)
6 7
6 7
6 7
6 7
6 7
4
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R e  cu rso s
Con respecto al “export venture", mide los recursos de “export marketing” en relacion a los de 
su s  m ayores competidores en el mercado de exportacion, tomando en cuenta en las siguientes 
areas:
Reputation
C onciencia  d e  la marca 
Distintivo d e  la im agen de marca  
Atraccion d e  la personalidad d e  la marca
Mucho 
P e o r(1)
Algo
Parecidos
(4)
Mucho 
Mejor (7)
6 7
6 7
6 7
Financieros
Nivel d e  los recursos financieros disponibles 
A c c e so  al capital
V elocidad en  adquirir y d esp legar recursos 
financieros
T am ano d e los recursos financieros destinados a 
e s ta  aventura d e  exportacion
Mucho 
Peor (1)
Algo
Parecidos
(4)
Mucho 
Mejor (7)
Humanos
Mucho 
P e o r(1)
C onocim iento del personal en  m ercadotecnia de  
exportacion
La calidad d e  las p erson as en  m ercadotecnia de 
exportacion
Experiencia del personal en  m ercadotecnia de  
exportacidn
Las habilidades d e  las p erso n a s en  m ercadotecnia d e  
exportacion
Algo
Parecidos
(4)
3 4
3 4
3 4
Mucho 
Mejor (7)
Capacidades
Con respecto al “export venture", mide las capacidades de “export marketing” en relacion a los 
de sus m ayores competidores en el mercado de exportacion, tomando en cuenta las siguientes 
areas:
Distribution
Mucho 
Peor (1)
Algo
Parecidos
Servicio
Mucho 
Peor (1)
Algo
Parecidos
(4)
M ucho 
Mejor (7)
(4)
Anadir valor a los n eg o c io s d e  los distribuidores l 2 3 4 5 6 7
Atraer y retener a los m ejores distribuidores en el 
"export venture market"
1 2 3 4 5 6 7
Proveer altos n iveles d e  soporte a los distribuidores 1 2 3 4 5 6 7
C ercania en  el trabajo con distribuidores/minoristas en  
e s te  m ercado
1 2 3 4 5 6 7
Mucho 
Mejor (7)
Envio d e un servicio post venta d e  alta calidad 1 2 3 4 5 6 7
Atraer y retener personal d e servicio post-venta 1 2 3 4 5 6 7
Entrenam iento d e  personal post-venta 1 2 3 4 5 6 7
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Precio
R esponder efectivam ente a las tacticas d e  precio d e  
los com petidores
Utilizacion de las habilidades d e  precio para 
responder rapidamente a cualquier cam bio con  
algun cliente
C om unicaaon con  los clien tes d e  las estructuras y 
m veles de precios
Mucho 
P e o r(1)
Algo
Parecidos
(4)
.3 4
Mucho 
M ejor (7)
Comunicacion
Mucho 
P eo r(1)
A lgo
Parecidos
tiene relacion
Mucho 
Mejor (7)
Calidad d e las relacion es con los can a les en e s te  
m ercado de exportacion
1 2 3
(4)
4 5 6 7
Conocim iento del cliente en  e s te  m ercado de  
exportacion
1 2 3 4 5 6 7
Informacion relacionada en  hacer n eg o c io s en  e s te  
m ercado
1 2 3 4 5 6 7
Num ero de clientes con  los que actualm ente ya s e 1 2 3 4 5 6 7
Estrategia Competitiva
En q u e  m edida la estra teg ia  d e  m ercadotecn ia  utilizada para e s te  “export venture" c u m p le  c o n  lo sigu ien te:
Para En alguna En gran
Diferenciacion de Envid nada (1) m edida ( 4 ) medida (7)
.. garantia en  los tiem p os d e  entrega 1 2 3 4 5 6 7
.. .ofrecer envio y resp u esta  rapidos en  las ordenes  
del usuario-cliente final
1 2 3 4 5 6 7
...lograr entrega y resp u esta  rapida a las drdenes de 
los distribuidores
1 2 .3 4 5 <i 7
Para En alguna En gran
Diferenciacion de Mercadotecnia nada (1) m edida (4 ) medida (7)
...invertir en comunicacion mercadologica para 
construir conciencia
1 2 3 4  5 6 7
. ..desarrollar nuevas ofertas en el “product 
venture"
1 2 3 4  5 6  7
...ofrecer un “product venture" altamente 
diferenciado
1 2 3 4  5 6 7
Para En alguna En gran
Liderazgo en Costo nada (1) m edida (4) medida (7)
...proveer de precios mas bajos que los 
competidores a los clientes de las aventuras 
de exportacion
1 2 3 4  5 6  7
...apretado control en los gastos de la venta y 
promocion del “export venture”
1 2 3 4  5 6 7
Ventaja Positional
Considerando la “export venture" especifica, por favor indica como se  com para tu em presa 
con los competidores directos en este m ercado de exportacion en terminos de:
Coslo
Mucho 
P eo r(1)
Algo
Parecidos
Mucho 
M ejor (7)
Costos unitarios de produccion 1 2 3
(4)
4 5 6 7
Costo de los bienes vendidos 1 2 3 4 5 6 7
Precio de venta actual 1 2 3 4 5 6 7
Terminos de pago y credito 1 2 3 4 5 6 7
Promotion
Conciencia de Marca (“Share of mind") 
Personalidad de la Marca 
Imagen de Marca
Mercadolecnia de Producto
Disponibilidad del producto para los clientes 
Velocidad d e  envio del canal hacia los clientes 
Diseno del producto y estilo
Mucho Algo Mucho
P eo r(1) Parecidos
(4)
M ejor (7)
1 2 3 4 5 6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
Mucho Algo Mucho
P eo r(1) Parecidos
(4)
Mejor (7)
1 2 3 4 5 6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
Desempeho
Por favor evalua el d esem p efio  de  tu aventura d e  exportacidn en el ultimo afio, en  re lacion  con tus 
com petidores principales, en  terminos de:
Mucho 
Mejor (7)
6 7
6 7
6 7
Efectividad
Cam bios positivos en  el segm ento de m ercado 
Crecimiento del segm ento  de m ercado 
Adquisicion de  clientes nuevos
Mucho 
P eo r(1)
Algo
Parecido
(4)
3 4
3 4
3 4
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Eficiencia
Retom o d e  Inversion (ROI) 
Retorno d e  V entas (ROS) 
M argenes por el “export venture"
Adaptabilidad
R espuesta a cambios en el producto de los 
competidores en este mercado de exportacion 
Lanzamiento para nuevos “export ventures"
Numero de productos “export venture" exitosos
Utilidad de los nuevos productos “export 
venture"
Orientation Emprendedora
Por favor evalua la orientacion em prendedora de tu 
venture" en terminos de:
Proactividad
Somos los primeros en introducir nuevas 
marcas de productos en el mercado 
Estamos constantemente buscando nuevos 
negocios que se  puedan adquirir
Riesgo
Estamos constantemente buscando nuevas 
oportunidades relacionadas con las 
operaciones actuates
Nuevos proyectos son aprobados “fase por 
fase” en lugar de ser aprobados en su totalidad 
desde un inicio
Tenemos la tendencia de dar soporte a los 
proyectos donde los retornos esperados son 
seguros
Autonomia
A los em pleados se  les permite actuar y 
pensar sin interferencias 
Los em pleados desem penan empleos que les 
permiten hacer e instigar cambios en la forma 
en que desem penan sus tareas de trabajo 
A los em pleados se  les la autoridad y 
responsabilidad de actuar por si solos si se  
piensa que es para los mejores intereses del 
negocio
Mucho 
Peor(1)
1 2 
1 2 
1 2
Algo
Parecido
(4)
3 4 5 
3 4 5 
3 4 5
Mucho 
M ejor (7)
6 7 
6 7 
0 7
Mucho 
Peor(1)
1 2
Algo
Parecido
(4)
3 4 5
Mucho 
M ejor (7)
6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
m p resa  re la c io n a d a  co n  el “export
Para 
nada (1)
1 2
En alguna 
medida (4)
3 4 5
En gran 
medida (7)
6 7
1 2 3 4 5 6 7
Para 
nada (1)
1 2
En alguna 
medida (4)
3 4 5
En gran 
medida (7)
6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
Para 
nada (1)
1 2
En alguna 
medida (4)
3 4 5
En gran 
medida (7)
6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
4 3 4
Estrategia Explotativa de Innovation/ Estrategia Explorativa de Innovacion
En que medida han sido importantes para ti los siguientes objetivos en proyectos de innovacion 
que se  han llevado a cabo en los ultimos 12 m eses
Estrategia Explorativa de Innovacion
Introducir una nueva generation de productos 
Extender el rango de productos 
Entrar en nuevos campos tecnoldgicos
Estrategia Explotativa de Innovacion
Mejorar la calidad de los productos existentes
Mejorar la flexibilidad de produccion
Mejorar la produccion o reducir consumo de 
materiales
Para 
nada (1)
1 2
1 2
1 2
Para 
nada (1) 
1 2
1 2
1 2
En alguna 
medida (4)
3 4  5
3 4  5
3 4  5
En alguna 
medida (4)
3 4  5
3 4  5
3 4  5
En gran 
m edida (7)
6  7
6  7
6  7
En gran 
m edida (7)
6  7
Caracteristicas de los Encuestados
^Que position ocupas en la em presa? ..................
^Cuantos anos de experiencia de trabajo tienes?
Como podrias medir tu propio conocimiento de 
las aventuras de exportation con respecto de 
los programas de mercadotecnia, estrategias, 
recursos y capacidades 
Como mides tu conocimiento de tus 
competidores principals con respecto a  sus 
programas de mercadotecnia, estrategias, 
recursos y capacidades
B ajo (l)  Promedio(4) Alto (7)
1 2  3 4  5 6  7
2 3 4  5 6  7
43 5
<j,En que medida sientes que posees conocimiento con respecto de las preguntas realizadas en este 
cuestrionario?
Sin Conocimiento (1) Con Conocimiento (7)
^En que medida crees que tus respuestas reflejan las ‘realidades' de tu involucramiento en tus 
negocios y la facilidad en que los operas?
No Muy Preciso (1) Muy Preciso (7)
Muchas gracias por tu cooperacion en este 
importante estudio
Toda la informacion obtenida en este cuestionario permanecera absolutamente 
confidencial y solamente sera utilizada en forma agregada en combinacion de todas 
las demas respuestas. Este cuestionario solamente sera analizado por investigadores 
academicos relacionados con el presente estudio.
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